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Brussels sets out framework for lifting ofban onceUK meets conditions
|

Mexico to

Hopes rise

over deal

to resolveCourt setback for tn l*ACnlVP
Malaysia’s $5.5bn lU 1

Bakun dam project kppf PPK1C
A Malaysian court ruled that the country's w' JL -M.A Malaysian coart ruled that the country's
government bad violated environment laws in

approving the controversial SS-5bn Bakun dam and
hydroelectric scheme in Borneo. The ruling puts
the project's progress in doubt six days after a con-
sortium led by ABB, the Swiss-Swedish group, and
Brazil's CBPO won the main contract to build the
dam. A cancellation appears unlikely because >

Malaysian prime minister Mahathir Mohamad sup-

ports the scheme. Page 14; World stocks. Page 34

Zyuganov may seek deal with Yeltsin:
Gennady Zyuganov, Communist challenger for the
Russian leadership, hinted that his party might be
prepared to Join a coalition government under Pres-
ident Boris Yeltsin. Page 2

Unions accept AHtaKa restructuring; Unions
at Alitalia agreed to a radical restructuring ofthe
Italian state airline In return for a stake of up to 30
per cent in the company and three seats on the
board. Page 14 and Lex; World stocks. Page 34

Fbiinuest admits secret payment: Fininvest.

the business empire offormer premier Silvio Ber-

lusconi. secretly provided L540bn (?348m) for allies

to take control of Telepiu, the payTV channel
formed by the Italian media magnatp, a senior Fin-

invest executive admitted. Page 2

White House names security supervisor:
The White House sought to contain the damage
from the embarrassing disclosures of its acquisition

of confidential FBI files by appointing a career civil

servant to supervise its personnel security office.

Pages

Coca-Cola ends Nordic deal: Coca-Cola ended
a half-century of collaboration with Pripps Rlngnes,
its partner in Sweden and Norway, after a

N protracted wrangle, saying it would build its own
production facilities in the two countries. Page 15

Germany plans to allow bugging: The
German government proposed that police should be
allowed to bug private homes as part of a campaign
to combat corruption and other crimes. Page 14

Italy sot for spending cots: Italy’s new
centre-left government was last night due to

announce cuts in public spending worth Lll,000bn
($7.lbn) as part of a package of financial measures
to keep the 1996 budget deficit on target Page 2

Minister warns of squeeze on embassies:
Britain's representation in other countries could be
seriously affected if the diplomatic service suffered

further expenditure aits, Foreign Office minister

Jeremy Hanley warned. Page 10

Thailand reverses tariffs poficy: Thailand
reversed its decision to reduce tariffs on imports of
some consumer goods and may raise other tariffs

after pressure from the private sector to control a
widening trade deficit Page 8; Observer, Page 13

CLT chief quits: Michel DeDoye, chief executive

of CLT, the international media group, resigned

because of disagreements over plans for the group’s
management structure. Page 15; Lex. Page 14

Australia Issues Internet shares warning:
The Australian Securities Commission warned the
country's lm Internet users about “unsubstantiated

securities information” published to entice inves-

tors to boy shares. Page 15

Huge lake found in Antarctic: Russian and
British scientists in Antarctica said they had found
a giant, freshwater lake under a glacier which could

It be up to a million years old.

Italy out of Euro 06: Italy and defending

European champions Denmark were knocked out of

the Euro 96 football tournament Italy were held to

a 00 draw in Manchester by Germany, who qualify

for the last eight along with the Czech Republic

who drew 3-3 with Russia in Liverpool. Denmark
were eliminated despite a 3-0 win in Sheffield

against Turkey. Portugal beat Croatia 30 in Not-

tingham, meaning both teams reached the quarter

finals as Croatia had won their two previous games.

By Neil Buckley In Strasbourg,
Lionel Barber hr Brussels
and Robert Poston in London

An end to the European Union
beef crisis at tomorrow’s summit
in Florence appeared to be in
sight yesterday after the US
agreed to extend a cull of cattle

most at risk from BSE. or “mad
cow” disease.

The move came as toe Euro-
pean Commission published its

framework for a phased lifting of

the ban on British beef exports,

attaching conditions and reject-

ing the UK’s demand far an early

lifting of the ban on gypnrte to

non-EU countries.

The UK government also indi-

cated it would drop its policy of
non-cooperation with EU busi-

ness simultaneously with agree-

ment mi toe framework in Flor-

ence - a commitment thought to

be enough to satisfy the Commis-
sion. Brussels had warned that
presentation of the document at

Florence “presupposed” the end-
ing of Britain's blocking tactics.

But there were fears a deal
could be threatened if the UK
government fafiaH to fwii the pro-
posed compromise to Euroscep-
tics in its own party, or if other

EU leaders demanded stricter

conditions be imposed an toe OK.
Member states mdnding Ger-

many. Austria and the Benelux
countries have called for tougher
measures from the UK to control

BSE, white. France recently hard-

ened its attitude whan it emerged
that the UK exported potentially

Cflin+amin^teri animal feed there

after fanning its use at home.
UK ministers said yesterday

they wore hopeful that a solution

to the crisis could be agreed at

Florence.

Government backbenchers
were surprisingly uncritical of
the compromises.
Presenting the framework doc-

ument to the European Parlia-

ment in Strasbourg, Mr Jacques
Santer, the Commission presi-

dent, warned that the UK's block-

ing policy had to end. “To put it

bluntly, the Commission expects

the policy of non-cooperation to

cease. Without that commitment
there will be no agreement In
Florence," he said.

The Commission's document
said exports ofUK beef to non-EU
countries could recommence only
“in parallel” to phased eipuils to

EU states. But it endorsed the
other four stages in Kfting the

European Commission president Jacques Santer deft),'with Italian foreign minister Lamberto Dint, told

the European parliament in Strasbourg that toe UK’s disruption policy had to end If a deal was to be
agreed at the Florence summit on an end to the beefbar - ramnutw

ban on herds ractifled to be BSE-
free, embryos, cattle bom after a
certain date, and cattle under 30
rni-mthq did.

It imposed conditions on any
start of the lifting process,
including the demand from sev-

eral EU states far toe UK to
increase the selective cull of cat-

tle most at risk byup to 67,000 on
top of toe proposed 80,000. Mr
TMth MftliTrrrm

,
thfl UK’S rhtef

veterinary officer, told EU veteri-

nary experts meeting in Brussels

yesterday that the UK would
meet this request

• Other conditions included,
stricter guarantees: on a -cattle

identification system, measures
to remove suspect animal- feed
from farms, and improved meth-
ods for removing potentially con-
taminated meat from carcasses.

The document said each ele-

ment of the ban could- be lifted

only after approval by veterinary •

and scientific experts, the Com-
mission, and its inspectors - the

same lengthy process already^fol-

lowed for removal of the ban on
beefby-products such as gelatine,
tally aM Una ~

That couldmean long delays in

achieving each step.

The Commission’s document
stressed'that leaders of other
member, states had lost faith, in
British .safety procedures.

Germany demands strict safety

. .. roles. Page 10
'
- Editorial Chtmneut, Page 13

Watchdog probes London metal market
By ciay Haris and Kenneth Review aims to restore confidence after Sumitomo affairBy Clay Harris and Kenneth
Gooding in London
and EmHco Terazono in Tokyo

Britain's top investment watch-
dog yesterday launched a com-
prehensive review of the role and
powers of the London Metal
Exchange in a bid to restore
international confidence in the
market In toe wake of the Sumi-
tomo conner affair.

“It is clear that the LME
depends on confidence," Sir
Andrew Large, chairman of the
Securities and Investments
Board, said. The exchange has
faced accusations of lax supervi-

sion since Sumitomo Corpora-
tion's announcement last week
that it had lost $L8bn because of
dealings by Mr Yasuo Hamanaka,
its former chief copper trader.

The SIB said the review would •

cover all aspects of metal trading

in the UK, including transactions

and participants that are not reg-

ulated by the LME or any other
body. Most copper contracts in

the world are based an prices set

in LME dealings.

Meanwhile, the LME revealed

that a senior Sumitomo manager,
Mr I Nishiumi, then director and
general manager of Sumitomo's
nan-ferrous motels division, had
attended a meeting at the SIB in

December 199L
The SIB called the meeting to

ask Mr Hamanaka to wplain a
letter in which he requested an
invoice for a backdated, fictitious

trade worth SffiQm.

Tbe exchange had also
“expressed concern” at that time
about the size of Sumitomo’s
operations in its copper market,
Mr David King LME chief execu-
tive, said.

Sumitomo has denied that it

knew of or authorised Mr

Hamanaka’s trades. It insisted

again yesterday that Mr Haman-
aka was acting on his own, but
said it was examining how it han-
dled the warnings it received
from London in 199L
The LME review win study toe

regulation of metal and associ-

ated daivativus trading. It will

eramine not only the LME's own
rules and operations but aim the

arrangements for international
cooperation between regulators.

“It is important to emphasise
that in this case the problems
have occurred within a customer
of the market, rather than within
a regulated investment firm or
bank,” Sir Andrew said.

“Nevertheless the SIB has a
strong interest when..the. impact
of these events creates questions
of confidence."

The SIB said it was working

closely with tiie US Commodity
Fixtures Trading Commission'and
with Japanese regulators.

Mr Keisnke Sadamori, deputy
director of the Mintetry.af Inter-

national Trade and Industry,
said; “As far as we can see, what
Sumitomo did was not illegal

from our point of view. We’re
watching developments but we’re

not particularly requesting that
Sumitomo give us information.”

Copper prices moved higher
yesterday after the LME said it

had "satisfactorily absorbed the

major shocks” created by the
Sumitomo announcement.

Sumitomo loses YlSObn, Page 4
Editorial Comment, Page 13

$4.7bn of

US loan a

year early
By Daniel Dombey In Mexico City

Mexico will make a large early

repayment of emergency financ-

ing provided by the US last year

to help it overcome the crisis

triggered by the disastrous

December 1994 peso devaluation.

The repayment, an indication

of Mexico's restored ability to

raise finance in the private mar-

kets, was welcomed as “good

news” by Mr Lawrence Summers,

US deputy treasury secretary.

The Clinton administration

paid a high political price for

plugging op to $20bn last year to

ah international rescue package

for Mexico.
“The Mexican economy is

recovering and Mexico is regain-

ing access to the capital market,”

Mr Summers said. “Most impor-

tant, American interests are

being protected as American sup-

port will be repaid and American
exports to Mexico will increase.”

The. Mpariran finance ministry

said the country would repay
$L7bn of its outstanding $10.5bn

debt to toe US Treasury by the
beginning of August - a year
ahead of schedule.

Most of the funds for the repay-

ment, the third and largest to

date,, would be. obtained from a
pending $ftm loan from a syndi-

cate of banks led by Swiss Bank
Corporation and J.P. Morgan.
Mexican officials said the pay-

ment would provide the country
with cheaper and mere sustain-

able financing than the US loan.

-The deal also smoothes Mexico's
debt payment schedule, which
would otherwise have been espe-

cially onerous in 1998 and 1999.

Because of the repayment, Mr
Werner said, scheduled payments
to the US Treasury would drop 45

per cent from the originally
scheduled $3.6bn in 1998 and
$4Jbn in 1999. The accumulation
of debt payments in the two
years, when about $7bn of debt to

the Internationa] Monetary Fund
also comes due. had been a cause
of concern to some observers.

“This allows us to leave emer-
gency financing and use cheaper,

renewable mechanisms instead,”

said Mr Martin Werner, director

of public credit in Mexico's

Continued on Page 14

Mexican party. Page 12

France opposes Moulinex
plan to cut 2,600 workers
By David Owen in Paris
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France’s Industry minister said

|

yesterday that plans by
Moulinex, the troubled French
household appliances group, to

cut its workforce by more than

20 per cent were “not acceptable

in their present form”.
Bat the industry ministry said

later that toe government would
not be able to do much more
than work at the margins of the

plan to shed 2,600 workers.
Moulinex shares, which had

been suspended on Tuesday
when the plan was announced,

rose sharply yesterday closing

up a fifth at FFr9&20 after the
remarks by Mr Franck Borotra.

industry minister.

He told the Assemble
Nationale, the French parlia-

ment, that he would “not aban-
don Normandy”, the region
where many Mouliner factories

are located.
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He said he would be “in con-

stant touch” with Mr Jacques
Barret, minister of work, in
order to ensure the restructuring

plan that was “unfortunately
needed” at Moulinex had the
effect iff saving the company and
that “important social conse-
quences” were prevented.
Mr Pierre Blayau, MouHnes*s

chairman, said there was. “no
question of going back an the
plan”.

Mr Blayau told Radio France
Normandie that, while he was in
favour of dialogue with trade
unions and others, it was his

responsibility to “say what Mbu-
linex’s problem was and to alert
everyone to what was a worrying
situation”.

The restructuring plan
resulted in a FFrfOOm
provision being Included tn Mou-
linex's results for the year to
March 31, 1996. This took the
group's net losses to a record

CONTENTS

FFr702m. the fourth consecutive
year in which a loss has been
recorded.

Mr Blayau said on Tuesday
that the plan was intended to put
the company’s business perfor-
mance on “a level equal to that,

of Its main competitors".

The ministry of work said yes-
terday it would do everything in
its power to prevent compulsory
redundancies.
The municipality of Mamas,

where one of the plants ear-
marked for closure is located,
said it planned to organise a
“dead town" day on Jane 26.

With some 400 employees, the
Moulinex plant is the mam
Industrial Installation in that
town of 7,000 people. Argeutan,
a town of 17,000 whan the other
condemned factory is sited, was
also said to be in a state of
shock.

World Stocks, Page 84

When we invest in
' a COMPANY

WE’RE NOT INTERESTED
IN ITS WORTH.

ONLY YOURS.
. For more than thirty-five years Gresham Trust has

been investing in management rather than just figures on
a balance-sheet.

If We’re convinced that you have the ability, com-
mitment and track record, we’ll back our judgement
whether you’re raising ^2m or _£20m.

And -because you’re- the customer we think you
should

1

be the judge of when to sell - an approach that

ensures you' remain in control of your own destiny

at all times.
‘

• -

Whether you require equity capital for a manage-
menrlbizy-om or for your company’s expansion, call

Treyro Jones: or a member ofhi$ team on 0171-606 6474.

;
;You!XL find they’re well worth talking to.
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Challenger hints at serving as premier after July 3 run-off

Zyuganov may seek

deal with Yeltsin
By Ctirystia Freeland
in Moscow

Mr Gennady Zyuganov, the
Communist challenger for the
Russian leadership, yesterday

hinted that his party might tie

prepared to join in a coalition

government under President

Boris Yeltsin.

After meeting senior
government figures yesterday,

including Mr Victor
Chernomyrdin, the prime
minister, and Mr Alexander
Lebed, the popular retired

general who joined the Yeltsin

team this week. Mr Zyuganov
said he "would not rule out"
serving as prime minister in a
Yeltsin administration.

The presidential challenger’s

fading electoral prospects
suffered a further blow
yesterday when the
government declared
Wednesday July 3 a national

holiday, clearing the way to
bold the rnn-off between Mr
Yeltsin and his Communist
rival on that day.

By unilaterally breaking the

national tradition of Sunday
voting, the Kremlin hopes to

capture the prosperous urban
electors who support Mr
Yeltsin but who like to spend
weekends far away from

polling stations in their rural

dachas.
The central electoral

commission, said that it would
prefer to hold the elections on
July 3 and is expected formally

to select that day after it

releases the final results from
the first round of voting today.

The government's latest

move may have contributed to

the seemingly defeatist mood
of Mr Zyuganov, who trailed

the president by less than 3 per
cent in last Sunday's
first-round voting.

In a departure from bis usual

upbeat predictions of outright

victory, Mr Zyuganov said that

regardless of who wins the

second round Russia should he
ruled by a broad coalition.

"The country is doomed to

have a coalition government
and that is clear to every
thinrtng person,” he said. "We
need to find a balance for the

good of the country. The
country is split. One third

voted for Yeltsin and one third

voted for us."

Before the first round of

voting some of Mr Yeltsin's

most trusted political allies

and a group of the country's

leading financiers had called

on the the president and his

Communist rival to make a

deal rather than polarise the
country with a contentious
political contest
But amid growing optimism

that Mr Yeltsin can win in the

second round his enthusiasm
for a coalition may be waning.
Both contenders continued

to fight for the electors who
backed the eight defeated
candidates in the first round of

voting.

Mr Yeltsin, who pulled off a
political coup earlier this week
by enlisting Mr Lebed, the
third place finisher, also won
the grudging support of Mr
Grigory Yavlinsky, the liberal

candidate who came in fourth.

Although he fell short of

openly endorsing the
incumbent, Mr Yavlinsky
urged his backers not to vote

for Mr Zyuganov, and said that

boycotting the polls was the

same as casting a ballot for the

Communists.
Mr Zyuganov tried to

minimise the consequences of

these alliances, warning that

voters would not automatically

follow their first choice

candidates into the Yeltsin

camp. "An electorate cannot be
inherited like serfs,” Mr
Zyuganov said.

Strains are also beginning to

appear within the pro-Yeltsin

Poster of Yeltsin at a bus stop in Moscow

team. Just a day after he
entered the Kremlin, Mr Lebed
was publicly dressed down by
the second most powerful
figure in the government, Mr
Chernomyrdin.

The prime minister
rffamiwmri the retired general’s

claims to have averted a
threatened coup as “nonsense”
and warned him to tone down
his remarks in the future.

Welcome for

Emu policy

‘club’ proposal

Italy announces big

public spending cuts

By Robert Chote

Mr Philippe Maystadt, Belgian
finance minister, yesterday
gave a cautious welcome to his

French counterpart’s proposal

that governments signing up
for a single European currency
should form a club to co-

ordinate their economic and
budgetary policies.

Mr Maystadt told a confer-

ence in London that the

French proposal for a club
modelled on the Group of
Seven leading industrial

nations was of great interest

and merited further discussion.

The idea was proposed by Mr
Jean Arthuis, French finance

minister, in a speech in Bonn
on Monday.
Mr Maystadt said the club

would allow countries within a
single currency to discuss co-

ordination of fiscal and other

economic policies. But he
added the club would have to
be relatively informal, so as
not to require a revision to the

Maastricht treaty. The treaty

gives responsibility for non-
monetary policy coordination

to the Ecofin Council of

finance ministers, although in
practice its coherence might be
undermined by its inclusion of

both the Emu “ins” and the

“outs".

Mr Jurgen Stark, secretary

of state at the German finance

ministry, said coordination
was already more advanced
within Europe than the G7,
because the latter was not set

up by treaty and was therefore

more subject to constitutional

and legal constraints in the
individual member countries.

Germany has already proposed

a “stability council" of Emu
members, bat focused nar-
rowly on fiscal policy.

Mr Maystadt said it would be
important to ensure that bud-

getary policies were co-ordi-

nated with the interest rate
policies of the European cen-

tral bank.

“In some circumstances it

will be a matter of convincing
the authorities erf a country to

adopt a restrictive budgetary
policy in order to resist infla-

tionary pressures and to allow

the European central bank not
to tighten Its monetary policy,"

he said.

By Robert Graham in Rome

Italy's new centre-left

government Last night
announced cuts in public
spending worth Lll.OOObn
(S7.1bn) as part of a package of

financial measures to keep the

1996 budget deficit on target

In advance of the mini-bud-

get provisional data on con-

sumer prices for June indi-

cated annualised inflation had
fallen below 4 per cent
The combination of tough

measures to hold the 1996 bud-

get deficit to 53 per cent of

GDP and improved inflation

figures led to expectations in

the financial markets of an
interest rate cut by the Bank of

Italy. Mr Antonio Fazio, gover-

nor of the Bank of Italy, has

insisted the discount rate will

not be cut until inflation fang

below 4 per cent and the public

sector deficit is tackled with
vigour.

A fall in interest rates of up
to 2 percentage points during
the rest of this year is essential

to the new Prodi government's
calculations. Every one per-

centage point fall in interest

rates cuts debt service by some
L15,000bn over the next 18
months. The government

expects it will be able to save

L4,000bn on interest payments
thlc year.

This expected saving
explained the difference
between the L20,000bn needed
to hold the deficit to

Ll09.000bn and the L16,000bn

package of financial measures
in the mini-budget
Two-thirds of this will come

from spending cuts. Of this

LlljJOObn, all but I4500hn will

be found from current spend-

ing. Mr Carlo Azeglio Ciampi,
treasury minister and former
governor of the Bank of Italy,

has sought to spread the load

evenly, with each sector
playing its part But the main
savings will come from trans-

fers to the state railways (FS),

the roads authority (Anas), the

exports guarantee organisation

(Sace) and the ministries of

posts and defence.

Public sector recruitment
will be frozen and parliament's

special fund to cover unex-
pected spending will be for-

feited. Savings will come from
investigation of fake invalids

and a crackdown on tax eva-

sion.

On the fiscal side, the gov-

ernment kept quiet until the
last minute. This suggested

considerable discussion on
what measures should be
adopted. Some fresh funds will

be raised by increasing the tax

an lotteries but, most impor-

tant of all, some changes are

expected to be detailed today
to squeeze some more from
corporate operations, which
the government feels have
been treated too leniently in

past years.

The package was approved
alongside the broad lines of the
government's three-year
macro-economic targets geared

to bringing Italy into line with
the criteria at the Maastricht

Treaty in advance of Friday's

EU Florence summit
Mr Prodi and Mr Ciampi

have said they intend to give a
strong signal of Italy's desire

to respect the Maastricht crite-

ria in advance of the summit
The mini-budget is intended to

pave the way for an early re-

entry of the lira to the Euro-

pean Exchange Rate Mecha-
nism (ERM).
Mr Ciampi has been pressing

fin forcing the pace to ensure

Italy could comply with the

Emu criteria by 1997. Others in

the cabinet have argued for a
slower approach to avoid con-

flict with the unions.

Bonn gives way on women’s pensions
By Peter Norman in Bonn

The German government
yesterday announced the first

significant revision to its con-

troversial programme of public

spending cuts and tax and wel-

fare reforms.

Its change of heart will add
to difficult decisions on public

spending that must be taken
before Chancellor Helmut Kohl
can be sure that the DMTObn
($45.40bn) package of spending
cuts for 1997. announced eight

weeks ago. is secure.

Mr Nforbert BlQm. the labour
and social affairs minister, said

a controversial plan to Uit the

pensionable age for women in

stages from 60 to 65 would be

delayed for three years so that
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it would start in 2000 instead of

next year.

Although the pension plan
was one of the main targets of

last weekend's mass demon-
stration of trade unionists in

Bonn, government politicians

yesterday insisted the govern-

ment's austerity package was
not about to unravel because
of popular protests.

Mr Hermann Otto Solms,
leader of the Free Democrat
part)- in the Bundestag, said

the decision was taken by the
coalition parties last Friday
and was based on fears that

the original plan could be chal-

lenged in the constitutional

court because it did not give
people enough time to adjust
their personal finances.

The delay will cost DMiOOm
next year and DM3.4bn by 2000.

Because Chancellor Helmut
Kohl has insisted that the
amount of spending cuts must
be maintained, Mr Blflm will

have to find offsetting savings

elsewhere.

Mr BlQm is not the only min-
ister with a budget headache.
Wage negotiations for 3.2m
public-sector workers are due
to be concluded today. Despite

objections from workers in
eastern Germany, unions and
employers are expected to

accept a compromise settle-

ment of a one-off pay rise of

DM300 for this year and L3 per
cent for 1997.

Though at the bottom end of

settlements in this year’s wage

round. It contrasts with the
zero increase in public-sector

pay envisaged in the govern-

ment's programme. The pro-
posed settlement will cost pub-
lic employers DM3.Sbn by the

end of next year, with the bur-
den falling mainly on the fed-

eral states or Under and local

authorities.

The Lfinder already have
problems finding DM25bn of
spending cuts for 1997 as their

contribution to the govern-
ment programme. They have
agreed cuts of DMl4bn, accord-
ing to Ms Heide Simonis, the

prime minister of Schles-

wig-Holstein, but have to find

the remaining DMllbn by a
deadline of July 5. Meanwhile,
Mr Theo Waigel, Bonn finance

minister, is locked in negotia-

tions with his cabinet col-

leagues to find DM7bn of
departmental spending cuts by
July 10, when the Bonn cabinet

is due to agree the draft federal

budget for 1997.

While many loose ends in
the government's programme
remain to be resolved before

the summer holidays, this
year's wage round appears to

be drawing to a peaceful close.

In separate negotiations, union
and employers reached agree-

ment yesterday on wage
Increases of 1.9 per cent for

465,000 bank workers and L8
per cent for 260,000 workers in
the steel industry and whole-
sale trades.

Fininvest

admits

secret

payments
By Robert Graham in Rome
and Andrew HU in Milan

Fininvest, the business empire

of fanner Italian premier Mr
Silvio Berlusconi, secretly

provided L540b& ($349m) for

allies to take control of
Telephi, the pay TV channel
formed by the media magnate,
a senior Fininvest executive

admitted yesterday.

Until now Mr Berlusconi and
Fininvest have always denied
retaining control of Telepfu,

once a 1991 TV law came into

force obliging divestment of
all but 10 par cent
But in private Fininvest has

been saying for several weeks
that Mr Berlusconi was
obliged to divest so quickly
that some support had to be
given to future shareholders to

enable Telepiu to get off the

ground.
This funding included

L220bn to Kirch, the German
media group which has been a
long-standing ally of Mr
Berlusconi. The Kirch group
also has a stake of per cent

in Mediaset, the company
formed to house Finin vest’s
television interests and which
is in the process of being
floated.

The admission of Fininvest’s

funding was made yesterday
by Mr Alfredo Messina, a
senior executive, during a
court hearing at the trial of

Mr Berlusconi into bribes paid

to the Guardla dl Finanza
(financial police) relating to
tax inspections of companies
in the media group. One of

these bribes was Ll50m
allegedly paid for an
inspection concerning the real

ownership of Telepiu.

Mr Messina said apart from
the funding of the Kirch
group, L200bn was extended to

Mr Renato Della Valle, a
property dealer associate of

Mr Berlusconi, and L120bn to

BIL, the Luxembourg
International bank. The funds
were provided by Fininvest

offshore subsidiaries,
jnchuting the Channel Islands

registered All Iberian. Only
half this money has been
returned.

According to Mr Ennio
Amodio, Fininvest’s main
criminal lawyer, the final

return of these funds plus

Interest wifi be completed this

month. The total sum to he
repaid will be about L640bu
according to Fininvest

Mr Amodio said yesterday

that even if such funding was
construed to be in breach of

TV ownership laws by the
media watch-dog commission,
Fininvest could only be forced

to return to its 10 per cent

stake. This had already
happened since Telepiu was
now in the hands of the Kirch
group and the Rupert family

of South Africa.

Mr Messina's evidence
followed the acquisition of

information by Milan
magistrates of the alleged
Illicit movement of funds to

Ftainvest offshore companies.
This included operations
related to Telepiu.

It also comes at a time when
Fininvest appears anxious to

dear up its problems with the

judiciary to smooth the path of

the Mediaset flotation.

Telepiu still remains part of

Fininvest and the flotation has
been ringed with guarantees
to prevent judicial problems
affecting it
Fininvest confirmed last

night that Kirch had at a
subsequent date assumed
responsibility for the L2Q0bn
advanced to Mr Della Valle.

This means that Fininvest
has lent to Kirch a total of
L420bn. Of this it is

understood some LlOObu has
been repaid. Fininvest has yet
to disclose the identity of the
owner of the Telepfu shares
held by BIL, the Luxembourg
bank.

EU central bank will require uniform and regular data on financial flows by 1999

European banks face fresh Emu costs
By CNBian Taft, Economics
Correspondent

European banks and building societies
will face demands for costly changes in

the way they report financial flows
later this year as part of preparations
for a single currency. The demands
come amid fears that poor data on
financial flows could hamper operations

of a future European central bank
(ECB).

Reliable information on money sup-
ply - crucial for the ECB to judge inter-

est rate decisions - will not be available
for the start of European Monetary
Union In 1999 unless the changes can be
pushed through.

European central bankers are due to
agree the reporting changes, secretly
drawn up by EU banking officials in

recent months, at the European Mone-
tary Institute (EMI) council meeting
next month. They will then be unveiled

to the banking community in the
autumn.
The changes are needed because EU

countries use different systems for mea-
suring money supply and balance of

payments. Domestic cash can be
counted relatively easily, but cross bor-
der deposits and financial market
trades are harder to track.

Once Emu starts, countries will need
to present comparable data. And this

means that all of the ElTs 15,000 finan-
cial institutions will have to provide
more information about financial flows,
broken down by EU and non-EU areas.
They will also have to report the data
on a monthly basts, instead of the quar-
terly system used in many countries.

The costs of the changes have not yet
been calculated since they have not yet
been discussed with private banks.
However, some estimates suggest they
could run into “hundreds of millions of
Ecu”. This will be on top of the other

Ecufflm (glObn) costs that the EU bank-
ing sector is estimated to face preparing
for Emu.

If the future central bank cannot
gather the information, it will have dif-

ficulty producing reliable figures on
money supply and balance of payments.
These will be needed to set monetary
policy for countries In Emu, as well as
helping the future ECB in its surveil-

lance of EU economies outside Emu.
The data problem arises at a particu-
larly sensitive moment given that the
EMI is demanding new powers for its

successor, the ECB, for monitoring eco-

nomic developments in countries that
will be tied to the fixture euro through a
new exchange rate mechanism.
Mr Alexandre Lamfalussy, EMI presi-

dent, is to present a report to the sum-
mit of EU heads in Florence this week-
end arguing that the ECB should have
clear authority to call for realignments
of currencies inside a future exchange

rate mechanism. He wifi also insist that,

the ECB will not intervene to support
currencies if it threatens inflation.

The prospect of further costs is pro-
voking disquiet among some banking
groups. Mr Duncan McKenzie of British
Invisibles in London said yesterday:
“Any new costs are a matter of concern.
Although there is a willingness to help
there is not an open cheque book.” An
official at the European Ranking Feder-
ation in Brussels said: “We want to be
sure that any new costs are really
needed.”

All EU countries wifi be affected,
since large quantities of euros might be
held in regions that might be outside
Emu, such as London. The move is

likely to prove particularly controver-
sial in London. Although the Bank of
England could provide monthly data on
money supply fairly easily, it is deeply
reluctant to collect monthly data on the
balance of payments.

EUROPEAN NEWS DIGEST

French parties

trade insults
Mr Alain Jnpp£, the French prime minister, and members of -

the opposition Socialist party traded charges of incompetence
as the French parliament yesterday debated a doomed -

noconfidence motion on the government's economic policies.

The censure motion, which gained only 96 votes in the
577-seat chamber four-fifths controlled by the centre-right, was
merely an opportunity for the Socialists to highlight public

dissatisfaction

Mr Laurent Fabius, the Socialist parliamentary group
leader, accused Mr Jopp6 of failing to curb unemptoyraant ca-

to achieve budget deficit redactions crucial for France to join

a single European currency in 1999, despite sharp tax *

.

increases.

Mr Juppe responded with a stinging attack on the Socialists,

who were routed in the last general election three yearn ago.

“Your record in government, or rather your liabilities may be

summed up as waste and immobility.” he said.

Accusing the Socialists of systematically opposing plans to

modernise defence, reform the loss-making welfare system and
adapt public services to European competition, Mr Juppe said:

“You have become the fiercest champions of the status quo -

of France’s decline.” Mr Fabius accused the government of
selling out to the United States by agreeing to become of full

member of Mato 30 years after General de Gaulle took Fiance
out of the alliance. Reuter, Fans

Judge in Gaullist probe removed
The investigating magistrate who has became the scourge of

France's ruling Gaullist RPR party has been taken off a

corruption investigation involving Mr Jean Tiberi, the mayor
of Paris, judicial sources said yesterday.

Judge Eric Halphen wrote to the public prosecutor of the

Paris suburb of Creteil on Monday requesting permission to

investigate a suspected conflict of interest in which Mr Tiberi

had the local authority refurbish a council flat for his own
son. A former deputy director of the city's public housing

authority has testified that the office spent more than FFrlm
<(200,000) of public money.
But officials said the Creteil prosecutor had decided the case

was not within his geographical jurisdiction and should be

handed over to a public prosecutor. The opposition Socialist

party had warned that taking Judge Halphen off the case

would be tantamount to burying the affair. Mr Tiberi’s sou

moved out of the council apartment last year. Mr Tiberi. who
succeeded the President Jacques Chirac as mayor of Paris last

year, was chairman ofthe city housing authority when the

controversial renovation occurred in 1988. Reuter, Paris i

Poland to arm tax collectors
The Polish Finance Ministry said yesterday that it wanted to

create an elite team of armed tax Inspectors, and to give all
j

treasury collectors more policing powers to curb tax evasion

in the country's vast underground economy.
Mr Jan Kuhtk, deputy finance minister in charge of tax

inspection, said parliamentarians were putting the finishing

touches to a bill that should make tax inspection mare
efficient. He said that among the measures was a proposal to

set up a special unit within the ministry’s Treasury control

office. The new inspectors would be allowed to use intelligence

techniques such as telephone bugging and to bear arms.

The law will also allow tax collectors to Investigate

businesses which are not officially registered and force them
to pay taxes.

Tax collectors could ask individuals about sources of their ;

wealth and force them to pay tax if it turns out they have an
undeclared Income. The hill would also give tax collectors <

more access to banking information presently protected under

confidentiality rules. Reuter, Warsaw

Big companies keen to use euro
Many companies plan to start using the new single European
currency right from its launch in 1999, the Association for the

(

Monetary Union of Europe said In a report released yesterday.

The Paris-based business lobbying group said companies
were In favour of a siogle currency, to be phased in alongside

national currencies between 1999 and 2002. Coins and notes

will not be introduced until 2002.

“A number of companies plan to switch over to the euro in

1999 for all or part of their operations. This will probably have
a significant accelerating effect,” it said.

Among large industrial groups which it said were preparing
to use the euro widely from 1999, it cited Luxembourg
steelmaker, Arbed, Dutch electronics group, Philips. German -

electronics and engineering conglomerate, Siemens, and
Belgian chemical company, Solvay. The report was based on

:

talks between representatives from 68 member companies erf

the association. It urged companies to start preparing for the

euro now, noting that consultants, software providers and
-

information technology experts would be in short supply
ahead of its launch. Reuter, Parts

Russian-Nordic nuclear talks
Norway and Sweden will work with Russia to prevent
smuggling of nuclear materials that could be used in atomic

"

weapons. Nuclear control agencies, as well as police, customs,

I

and military authorities, yesterday met in Pasvik, on -

Norway’s border with Russia, to discuss cooperation.
“The Russian authorities made it clear that security is hot

;

good enough. We will assist the Russians so that they can
adequately protect the materials," said Mr Carl Erik
Christofferson of the Norwegian Radiation Protection

”
.

Authority. -?
.

Mr Christoffersen said assistance could be computer
programmes designed to keep track of the materials, and ..

funding of improved security at military and civilian storage-1:

sites. Researchers in Norway say there is a greater
concentration of nuclear materials on the arctic Kola
Peninsula, an important base for Russian atomic submarines

•’

where Russian, and. Norway share a 195km. border, than :

anywhere else in the world. \i :
Norway has been trying to help Russia monitor and eleaniip

radioactive accidents on the Kola, while Sweden has helped
the former Soviet republics of Ukraine, Kazakhstan and
Belarus with programmes to combat smuggling ’ AP, Oslo

ECONOMIC WATCH

Czech growth hits 4.3 per cent J

The Czech Republic's gross ;
Casech Republic domestic product rose 4J3 per

___ cent in real terms in the first

Exchange
3 0 2_ same period m 1995, the state

.

statistics office reported
yesterday. It is now on target

comfortably to exceed 1995's

:

full-year growth of4A per
cent The rise follows growth
of 5 per cent in the final

quarter of last year, and was

fuelled by investment
• activity, which rose 13A pa* :

cent in the quarter.

Consumption rose by 6 per

1884 86 se
cent in the quarter.

toCachsutoon.. Economists have forecast an ^““| investment-led surge in

growth, first seen in the second half of 1995. They estimate
full-year GDP growth of 5.5-6.0 per cent. Services accounted for

the largest share of GDP growth, but the share ofindustry has

been rising. Vincent Boland, Progut

Switzerland's seasonally adjusted trade surplus totalled

SFrfil.lm (SfrUknl in May, compared with a revised deficit of

SFriSLlm in April. The May surplus compares with a surplus

of SFrlS'L&n in the same month last year.
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Ciller ready to respond to Islamists’ wooing
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(Tiller; will she enter coalition with Islamic fundamentalists?

M rs Tansu Oiler, Tur-

key's embattled con-

servative leader, is

expected today to give tier

reply to incessant courtship by
the Mam?/? fundamentalists of

the Refah party. Although she
has given no public indication

of whether she will agree to

form a coalition government
with them, many political com-
mentators think she may well

take up their offer.

Agreeing to an alliance with
Refah would grant the Islam-

ists a dominant voice in the

country's affairs for the first

time since the establishment of

Ataturk's secularist republic 73

years ago. It would also indi-

cate that the fight to the finish

for control of the centre-right

heartland of Turkish politics

between Mrs (Tiller and her
arch-rival Mr Mesut Yilmaz,
the caretaker prime minister
and head of the Motherland
party, is entering a decisive
phase.
- On Tuesday she told mem-
bers of her Ttub Path party:

“Forming a coalition with
Refah does not mean we will

make any concessions on secu-

larism and democracy. There
are not many other acceptable

possibilities. We should find

the possibility which would
harm the country the least.

The best model was the True

Path-Motherland coalition, but

it did not work. At this point

there cannot be a government

without Refah. Two options

are either True Path-Refah or

Mothesiand-Refah.”
Many analysts believe Mrs

(Siler would use another spell

in power to smash Motherland

once and far all and win con-

trol of the centre-right, even if

it meant abandoning her
strong anti-Islamist stance. In

February, she said Refah "can-

not force us into a coalition. I

will not surrender to Refah. My
country is not for sale."

She may also gamble that
the appeal of a new spell in

government would be enough
to overcome her supporters'
misgivings. While many True
Path MFs would resign rather
than enter a coalition with
Refah, fibs (TUler and her strat-

egists must calculate whether
the majority would support
her. Three True Path MPs have
defected already, and many
more might follow. If more
than Hi of her MPs abandon
ship, True Path and Refah
would not be able to muster a

majority in parliament. She

could even lose the leadership,

which is up for renewal in
July.

Mrs Ciller must also hope an
alliance with Refah would save

her political career, threatened
by three parliamentary com-
mittees of inquiry probing cor-

ruption allegations against her.
If the committees found
against her and parliament rat-

ified their findings
, Mrs Ciller

would be sent for trial at the
supreme court, making her vtr-'

tually ineligible for office. Iron-

ically, Refah. together with Mr
Yilmaz, were the prime movers
behind the corruption probes.

N ow Refah's leader, Mr
Necmettin Erbakan,
has hinted he would

bury the committees if she tied

the knot with him
Last night Refah MPs sided

with Truth Path members to

block a fourth committee to
investigate the whereabouts of
$6.5m which Mr Yilmaz
claimed Mrs Ciller misappro-
priated from government funds
when she was prime minister.

This is seen as a gesture by
Refah to Mrs Ciller to under-
line the seriousness of their

intention to form a coalition

with her. Of course, such a

union might strike voters as
little more than a tactical

move by Mrs Ciller to save her-

self.

She might also find it hard to

maintain her international

credibility. Mrs Ciller con-
vinced western governments to

back her during her 1993-96

period as prime minister by
portraying her government as

a bulwark against fundamen-
talism which threatened “to
plunge Turkey into a period of

darkness".

.

Yet offering to do a deal with
Refah may simply be no more
than an elaborate game of bluff

she and Mr Yilmaz began
playing since December's
inconclusive general election.

She may hope that Mr Yilmaz
will be panicked into a new
alliance with her on better
terms than their coalition
which lasted less than 100

days. Mr Yilmaz tried the same
trick in February: he negoti-

ated an alliance with Refah.
but the army forced him and
Mrs Ciller together into their

abortive alliance.

Generals have hinted
recently that they could live

with Refah in power as long as
it does not tamper with Ata-

turk's secularist heritage. It

may have little other choice,

since its favoured solution of a
Motherland-True Path alliance

has failed.

Meanwhile, Refah has dis-

tanced itself from its more rad-

ical electoral rhetoric and
Refah MFs have made pro-

army statements. Mr Zeki Unal
said: "The army is the continu-
ation of the Ottoman heritage

and it is the prophet's hearth."

Some western governments,
as well as the business estab-

lishment and the media also

think Refah should be given a
taste of power, believing that it

would be as incompetent and
corrupt as its predecessors,
thus discrediting it as a serious

party. The secularists fear that

Refah would otherwise simply
grow stronger in opposition.

This game con only fast until

July 32, the date set by Presi-

dent Suleyman Demirei for the
end of the consultation period
established by the constitution.

If no party can form a govern-
ment by then, he will call gen-
eral elections. This may well
concentrate secularist minds
as the deadline approaches,
since opinion polls suggest
Refah would come to power.

John Barham

Karadzic regime comes up with alternative to The Hague tribunal

Bosnian Serb ‘war crime court’

ft-

By Laura Sfttier m Belgrade

The Bosnian Serb assembly
yesterday voted to establish its

own court to try local Serbs
accused of war crimes.

The Bosnian Serbs said the
court would follow the proce-

dures of the United Nations
war crimes tribunal In The
Hague - which has Bosnian
Serb leader Radovan Karadzic
and his military commander,
General Ratko Mladic, at the

top of its “most wanted” list

Western diplomats immedi-
ately dismissed yesterday’s
move by the self-styled Bos-
nian Serb “republic” which
has retained Mr Karadzic and
Gen Mladic in their posts in

defiance of last year’s Dayton
peace agreement
“The decision is aimed at

exonerating any Bosnian Serbs

and most likely the Serb tribu-

nal would then also issue their

own indictments against Mos-
lems and Croats,” said one
western diplomat
Mr Christian Chartier,

spokesman for theUN tribunal

in The Hague, said: “It is Just
one more breach of the Dayton
accords and of UN Security

step down. Last month, Mr
Karadzic appointed Mr Kli-

cfeovic as the new prime minis-

ter as part of his campaign to

get rid of politicians from the
north-western town of Banja
Luka, who are willing to help

implement the Dayton agree-

‘It is just one more breach of the

Dayton accords and UN resolutions'

Council resolutions”. The Bos-
nian Serb assembly met to dis-

cuss implementation of the

.
Dayton accords against a back-
ground of reports that Mr
Karadzic would soon meet
international demands to
resign.

Mr Gojlco KKckovic, the Bos-

nian Sexto prime minister, said

for the first time yesterday
that Mr Karadzic would soon
“formalise” his decision to

meat Tbe Bosnian Serb lead-

ership is trying to devise a for-

mula that would ease Interna-

tional pressure an them and
President Slobodan Milosevic

of Belgrade.

International mediators pri-

vately have told Mr Milosevic

limited economic sanctions
could be re-imposed on Serb-

led Yugoslavia unless Mr
Karadzic stands down by July

1. This newest political man-

oeuvre would fall far short of

international demands for Mr
Karadzic to withdraw from the

political scene altogether.

Under the Dayton plan for

Bosnia and UN security coun-

cil resolutions, parties to the

conflict in former Yugoslavia
are obliged to band over
indicted alleged war criminals

to The Hague. Of 57 suspects

indicted, only seven are in cus-

tody.

The Bosnian Serbs appear to

be following the lead of the

Serbian government, which
last month said Belgrade
would investigate the cases of

three farmer Yugoslav army
officers indicted for war
crimes in Croatia. The western
diplomat said: “It is reminis-

cent of Belgrade's stance that

it war crimes are committed
on their own territory they
will try them. But the UN tri-

bunal takes precedence.”

Czech PM progresses

in search for coalition
By Vincent Boland in Prague

Mr Vaclav Klaus, the Czech
prime minister, is due to
resume talks with the leaders

of two potential coalition allies

today as attempts to form a
minority government inch
towards agreement on the key
issue of the distribution of cab-

inet posts.

Mr Klaus and his allies, Mr
Josef Lux of the Christian

Democrats (KDU) and Mr Jan
Kalvoda of the Civic Demo-
cratic Alliance (ODA), have
reached “rough agreement" on
policies. But the division of
seats in a proposed 14-member
cabinet has still to be finalised.

The prime minister said ear-

lier this week that a coalition

should be in place by next
Tuesday, when parliament
resumes almost four weeks
after a general election in

which the outgoing govern-
ment, dominated by his Civic

Democratic party (ODS), lost

its 12-seat majority.

The ODS occupied most of

the seats in the outgoing cabi-

net, but the KDU and ODA
have insisted on sharing half

the posts in the new cabinet
There are growing signs, how-
ever, that they may be forced

to relent on this demand
because of the number of con-

cessions the ODS has made.
No details of the policy

agreements have been
released, and few dues have
emerged as to the content of

the programme a minority gov-

ernment, with 99 out of 200

seats in parliament, would
bring forward. However, Mr
Klaus has backed down in sev-

eral key areas, accepting the

creation of new regional

administrations, separation of

the state pension fund from
the state budget, and changes

in health insurance.

In return, the ODS. keen to

retain as much authority as it

can to compensate for its

weakened status after tbe elec-

tion, appears ready to insist on
a majority of cabinet seats and
to offer its minority partners a
veto over cabinet decisions.

If Mr Klaus brings a coalition

agreement to parliament he
will have 30 days to win a vote

of confidence.

To win that he must secure

the support of the main opposi-

tion Social Democrats (CSSD),
the party that did best in the

election. Some of the measures
already conceded by the ODS
meet CSSD demands, but a
wider agreement that will

ensure its continued support in
parliament for the minority
government is not yet in place.

Dutch
court to

decide if

green is a

grey area
By Gordon Crumb
in Amsterdam

KPN, tbe privatised Du:rii

posts and telecommunirat ions
utility, is green and i-nvinux.

Yesterday it sought an
injunction iu a Hague court
against a competitor - in nluit

the smaller rival maintain-' is

an attempt by the former
monopoly to secure an exclu-

sive right to the nitaur gm-n
within the country's (foivgii-

fated telecom* business.

In a suit against Lari-. .i

Utrecht -based supplier of tele-

phone exchanges, data net-

works and video-conferencing
facilities, KPN's PIT Telecom
subsidiary argues that use by

Lads of large swathes nf green
in its advertising breaches
PTT trademark rights.

PTT also maintains that
other elements of Laris public-

ity echo its own. However,
according to Mr John Diertens.

lack marketing director, the

main item is the use of green

in telecoms.

“At first we thought u was
the specific colour we used in

earlier ads. so we said let's

make friends and we used a

different tint." Deepening it by
several gradations on the
internationally-agreed colour

scale failed to shift PTT.
The privately-owned Lucis.

though ranking itself as PITs
biggest rival in the equipment
sectors where it is active, has
annual sales of just FI 49m
($23.5m) and 150 staff. PTT
has more than 30.000 employ-
ees and commanded revenues
last year of FI 13.6bn.

The bilious lime favoured by
PTT adonis its telephone
boxes, vans and the covers of

phone directories across the
Netherlands. Specialists - in

patent and in paint - agree

that a main difficulty in the
case will be to determine wbat
constitutes a sufficiently dif-

ferent shade. Another will be
how widespread the nse of
green is in tbe telecoms indus-
try internationally. Lacis
argues it is almost as common
as red for mailboxes.
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THE SUMITOMO AFFAIR

LME says it reported Hamanaka four years ago
By Kenneth Gooding,
Mining Correspondent

The London Metal Exchange
drew the attention of senior
Sumitomo management to the
unorthodox activities of their

senior copper trader, Mr Tasuo
Hamanaka, for the first time in

December 1991, Mr David King,
the exchange's chief executive,

said yesterday.

The exchange at that time
also “expressed concern" about
the size of Sumitomo's
operations in its copper mar-
ket
Mr King also implied that

the discovery that Mr Haman-

aka had concealed losses of
Sl-8bn over 10 years had
resulted from action taken by

the LME alter the copper mar-
ket had shown renewed volatil-

ity last November.
He recalled that, in Novem-

ber 1991, a London trader had
sent the LME a handwritten
letter from Mr Hamanaka ask-

ing for an invoice for a back-

dated, fictitious trade worth
$250m. Mr King said that the

exchange contacted Sumitomo
about this via the LME's
regulatory organisation, the

Securities and Investment
Board.
This was followed by a meet-

ing in the SIB’s "offices in Lon-

don with Mr Hamanaka and
Mr L Nlshiumi, then director

and general manager of Sumi-
tomo's non-ferrous metals divi-

sion.

The LME had also advised

its members about the Haman-
aka letter. Mr King said yester-

day; “From the LME's point of

view, therefore, we had taken
all appropriate action by advis-

ing the membership and put-

ting the facts in the public
domain, by advising the regu-

latory authorities and ensuring

that senior Sumitomo manage-
ment also were aware of the

situatioa”

Mr King said the LME again

expressed concern to Sumi-
tomo about its activities in the

copper market in 1993.

When the market became
volatile again last November
the LME Board authorised Mr
King to obtain from members
details of their positions in
futures and options, both on
and off the exchange. He also

asked for details of those mem-
bers and clients who controlled

stock in LME warehouses.

Mr King said he was so con-

cerned after carrying out that

investigation that he asked for

a sub-committee of Indepen-

dent people to be set up that

could take appropriate action.

The investigation showed that

Sumitomo had very significant

positions in the market, both

on and off the exchange.
“Plainly this was very market

Sensitive data and we woe not

in a position to share it with

others, apart from the regula-

tory authorities and Sumitomo
itself.”

The LME has been criticised

for not acting incisively

enough by the trader who
received the Hamanaka letter,

Mr David Threlkeld, who now
has a metals trading company
in Vermont in the US.
Mr Threlkeld said yesterday

he still was not satisfied with

the LME’s explanation. “I can
think of no good reason why
anyone would want to create

backdated, fictitious invoices.

If it had happened In the US,

the SEC and the Justice
Department would have been
involved.” As far Sumitomo's
dominating position in the cop-

per market, “the very least the

LME should have demanded
was a board resolution about
Hamanaka's position limits

and for that to be updated as it

changed.”

Mr Threlkeld said he was not

attacking the LME. “It is a

unique market and in order to

maintain Its position in the

world as a unique market, it

needs at all tones to demon-
strate ethical and financial

responsibility." He welcomed
the review of the market by

the SIB and suggested that

many of the LME's problems
would be solved by a better

reporting system.

Mr King said that, since

Sumitomo revealed Mr Haman-
aka's lasses last Thursday, his

prime concern was to make
sure the LME's copper market
remained orderly as it moved
towards the busiest trading

days of the month - on Mon-
day and Wednesday this week.

Copper trading: who regulates what in the UK

Securities and Investments Board
(accountable to Treasury)

Regulates front-line regulators. Including those below

{accountaUe tp SB)-.
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snid users, overseas
hedge funds!-

iWBS has powers
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investment bustosse

of such customers,

but onfycfinv&ed to

do so by a front-fine
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Trading house sets aside Y150bn
and cancels share-buyback plan
By Ernlko Terszono in Tokyo

Sumitomo Corporation said it

would write off all losses

caused by Mr Yasuo Hamanak-
a’s illicit copper trades during

the .current business year to

March 1997, but added that it

was not yet clear how
much the company had
lost

The Japanese trading house,

at the centre of the Sumitomo
family of companies, said loss

reserves were increased by
YiSObn ($L37bn) and the com-
pany had cancelled plans to

buy back its shares in the mar-
ket It also cancelled Y120m in

bonus payments for its execu-

tives.

Japanese news reports said

investigations by US and Brit-

ish regulators would influence

the company's treatment of the

estimated $L8bn loss, in partic-

ular, whether it would be writ-

ten off as the responsibility of

an individual employee or as

that of the company as a
whole.

Sumitomo has denied the
statements by UK regulators

that the company knew and
authorised the trades by Mr
Hamanaka. It insisted again
yesterday that Mr Hamanaka
was acting on his own,
though it admitted that
it was examining how it

bandied warnings received in

the early 1990s from the

London Metal Exchange.

Mr Tomiichi Akiyama, Sumi-
tomo's president, said this

week that the company was
not aware of the size of the

trades involved and had
ordered the capper division to

cut its trading volume by 10 to

30 per cent
Meanwhile, a group of Sumi-

tomo’s shareholders are poised

to sue the company for the

trading losses. While a com-
pensation figure was not
revealed, it could become
Japan's largest shareholder
suit against a single corpora-

tion.

Sumitomo officials say they

do not expect Mr Akiyama to

resign at this year’s stockhold-

ers’ meeting, which is sched-

uled for next Thursday, nor do
they expect the suspension of

promotions for other execu-
tives during the gathering.

The trading company indi-

cated that it had postponed a

decision on any tougher pun-
ishment for managers and
employees concerned because
the case was still under laves-

tigation.

However. officials at the

ministry of international trade

and industry, which oversees

trading houses in Japan, said

they could see no illegal behav-

iour at Sumitomo, and were
not actively chasing the com-
pany for further information

on its copper-related business.

un chief Israel’s new finance minister

(Summit to battle with bloated deficit
By David Owen in Paris Dene Prusher reports on the challenges facing Dan Meridor
The heads of the four main
multilateral institutions are to

attend the summit of the
Group of Seven industrial

countries in Lyons at the end
of this month.
The four - Mr Boutros Bout-

ros Ghali, secretary-general of

the United Nations, Mr James
Wolfensohn, president of the

World Bank, Mr Michel Cam-
dessus, managing director of

the International Monetary
Fund, and Mr Renata Rugg-
iero, director-general of the
World Trade Organisation -

will attend the last day of the

summit on June 29 covering
multilateral issues, including

world debt.

Subjects for discussion will

include reform of the multilat-

eral institutions, specifically,

the United Nations.

Overall theme of the summit
will be globalisation and how
to make it succeed for every-

one’s benefit

An issue high on the agenda
of the economic meeting, for

example, is likely to be the
effect of globalisation on jobs,

a subject close to the hearts of

France and other European
Union countries suffering high
unemployment, and the need
to implement structural

reforms in the run-up to eco-

nomic and monetary union.

Mr Boutros-Ghali’s visit to

Lyons comes at a time when
his record as UN secretary-

general is being subjected to

intense scrutiny in the US.

Without naming the US. Mr
Ahmad Fawzi, Mr Boutros-
Ghali's spokesman, has
denounced what he sees as a

press campaign against him in

"certain member states'*. The
articles did not reflect the sub-

stantial amount of work
accomplished by the secretary-

general in the past five years,

he declared.

Mr Boutros-Ghali's term of

office expires at the end of this

year; he has yet to say whether

he will seek to stay on.

Mr Dan Meridor, Israel's new
finance minister, is an intellec-

tual with an impeccable estab-

lishment background and a
reputation for right-wing eco-

nomic views, although he
upset the religious right by
championing human rights

when justice minister in the

last Likud government
The business community is

looking to Mr Meridor to imple-

ment promises for privatisa-

tion and budgetary constraint

He is one the new generation

of more cosmopolitan Likud
party leaders that includes
Prime Minister Benjamin
Netanyahu himself.

The premier and Mr Meridor,

49, came from the same afflu-

ent Jerusalem neighbourhood
of Rebavia. There, he attended

the right school (the Hebrew
Gymnasium) and grew up in

the right kind of political fam-

ily. (His father, EUyahu, was a
member of parliament). He did

the right kind of army duty so
important to success in Israeli

politics, serving as tank com-

mander in the 1967 Six Day
War and as a captain in the
Israel army reserves-

Mr Meridor graduated from
Hebrew University's law
school and married his wife,

Leora, who became one of
Israel’s leading economists. An
upbringing in the Likud’s
youth movement (Betar) paid
off. ultimately in an offer to be
cabinet secretary by the then-

prime minister Mr Menachetn
Begin in 1982.

By 1984. at the age of 37, Mr
Meridor had won a seat in par-

liament Four years later, he
had become justice minister.

Nevertheless, he has not
always toed the party line. As
justice minister, he clashed
with the religious right whan
he pressed for human rights

legislation. Though in a
trimmed down form, he is cred-

ited with introducing the Basic

Law, a form of human rights

law which became the basis for

supreme court decisions.

Such behaviour won him
respect from some left-wing

circles. They also cost him
some support within the con-

servative Likud.

“He was at times very
unpopular in the Likud
because of his stand for human
rights, and the rights of
Arabs,” said Professor Asher
Maoz, a legal expert at Tel
Aviv University.

In his new job he will be
faced with trying to cut a

bloated budget deficit, sell off

state-owned property, and
bring inflation under control.

He will inherit an economy
with Inflation running at 16
per cent a year, against 8.1 per

cent last year. He win be under
pressure to make expenditure
cuts of Shk5bn-6bn ($L53bn-
JTL64) in the next year and a
half, bring Israel nearer its tar-

get inflation rate of 8-10 per

cent and its budget deficit tar-

get of 2.6 per cent of gross
domestic product
Some say such deep cuts

could be a tough task for an
eloquent man described by so
many as a “nice guy”. But

left-wing MP Dedi Zucker, who
has worked closely with Mr
Meridor, thinks his passionate

views against government
intervention will make his job
easier.

“He's an old-fashioned right-

winger. He really believes in
the power and ability of the

free market as a means to fix

and to shape, with the less gov-

ernment, the better,” said Mr
Zucker. “He doesn’t believe in

subsidies. He doesn't like an
enormous amount that is going
through national insurance to

people. He hates taxes and he
hates housing done fry govern-

ment”
Now more than ever, spend-

ing on housing is a thorny
issue. The new government
was elected on promises to
expand Jewish settlement in

the West Bank and Gaza,
ignoring Palestinian hopes of

statehood. Mr Meridor’s views
on budget cuts might make it

less likely that the government
would pour money into settle-

ments.
Meridor Deep spending cats will be a tough task for ’eloquent

nice guy r»

S Africa

urged to

relax pay
stance
By Mark Aslurst
hi Johannesburg

The South African government
should relax its commitment to

collective bargaining, but give
trade unions and business
groups a bigger role In develop-

ing industrial relations and
employment policy.

This is the finding of a com-
mission appointed by Mr Tito

Mboweni, minister of labour, to

advise on the development of a
more flexible labour market.
Its report complements tough
fiscal targets and macroeco-
nomic policy goals announced
last week by Mr Trevor Man-
uel, finance minister.

The 250-page report has been
handed to President Nelson
Mandela, and is likely to form
tiie basis of new employment
legislation later this year.

At the heart of its recom-
mendations is a National
Accord for Employment and
Growth, which would provide

a framework for negotiations

between labour and business.

It warns that without such a
framework, industrial unrest
could undermine investor con-

fidence and scupper the gov-

ernment's plan to achieve a

budget deficit of 3 per cent of

gross domestic product by 1999.

“The certainty generated by
a successful accord will fore-

stall the necessity for each
party - government, investors

and workers - to resort to

extreme defensive measures in

pursuit of their respective

objectives,” says the report

Its findings provide endorse-

ment for the tripartite National

Economic Development and
Labour Council, the forum
charged with ensuring consen-

sus on economic policy.

In the wake of the currency

market volatility, which has
led to an 18 per cent devalua-

tion in the rand since February

and revived fears of double-

digit inflation, the accord

should include commitments
to avert inflationary pressures.

The commission recom-
mended changes to last year's

Labour Relations Act to enable

the government to exercise dis-

cretion over the collective bar-

gaining process. The act now
obliges the minister to accept v,

the outcome of collective bar-

gaining where the parties to an
agreement represent over 50

per cent of the industry.

But the commission favoured

reforms that compelled bar-

gaining partners to provide the

minister with authority to

intervene in cases where settle-

ments are deemed to be exces-

sive.

It also suggested a role for

competition authorities in

ensuring that consensus agree-

ments withstood the pressure

of industrial disputes. Settler

meats that ignored the accord
should be refereed to the Com-
petition Board which “should
exercise particular vigilance

with respect to price Increases”
by companies which have
awarded pay rises deemed to

be excessive.

US law change spurs scramble for Libyan oil deals
By Robert Corzine

Senior executives from Agip.
the Italian oil company, were
reported to be scurrying
around Tripoli yesterday try-

ing to secure a big natural gas
deal before controversial US
legislation aimed at further iso-

lating Libya and Iran was
approved in Washington.
The legislation, passed by

the House of Representatives
yesterday, is intended to dis-

courage new foreign invest-

ment in the Libyan and Ira-

nian petroleum industries.

Washington's aim is to punish
the two so-called “outlaw"
regimes, both of which are

dependent on oil for most of

their hard currency earnings,

for their alleged support of

international terrorism.

Industry executives and ana-

lysts say the US action is likely

to deter a number of interna-

tional oil companies from mak-
ing new investments in the
two countries.

But many say the increasing

use by Washington of unilat-

eral oil sanctions could lead to

structural changes to the inter-

national industry. And these
could damage the long-term
prospects of US oil companies
as they seek foreign reserves to

replace declining domestic pro-

duction.

Companies with existing
deals in the two countries

expect to be exempt from any
US retaliation, even if their

progects are still in the early

exploration phase.

Lasmo, the independent UK
explorer, yesterday said it

believed the bill would not pre-

vent it from making the neces-

sary investments to bring any
discoveries it might make in

Libya to the final production
phase, a process which could
take several years and cost
hundreds of milHons of dollars.

The company is due to start

drilling an of&hore exploration

well this weekend, and has
plans to drill four or five

onshore wells over the next
year. “We are cautiously satis-

fied at this moment that we

will be able to proceed,” said a
Lasmo executive.

Libya, however, is not the
main target of the US move.
Iran, which in the past year
has opened nine offshore pro-

jects to foreign investment, is

more vulnerable, say analysts.

Tehran has signed only one big
deal, a $600m agreement with
Total of France to develop the
offshore Sirri field in the Golf.

Total this week, said it saw no
reason why the US legislation

would affect the project which
will be fully implemented,
according to the company.
Other big European oil com-

panies have a different view.

The Angio-Dutch Shell group,
which had previously been

keen to work In Iran but which
has large US holdings, has
clearly been put off by the US
policy. Earlier this year Mr
John Jennings, chairman of
the London-based Shell Trans-
port and Trading, ruled out
any big Iranian investments as
long as the US threat of retalia-

tion remains.
“The big guys just have too

much at stake in the States,”

says Mr Robert Mabro of the
Oxford Institute of Energy
Studies, “and the small oil

companies may not have the
financial, technical and man-
agement resources to tackle
the big projects on offer."

Even companies without anyS interests could find it hard

to get an Iranian project off the
ground. “Where will they get

the money from," asks Mr
Mabro. “The US financial arm
is very long.”

Many in the industry believe
the US could nse similar uni-

lateral sanctions against other
unpopular oil and gas produc-
ing countries, such as Nigeria
or Burma. And that could
affect the future commercial
prospects of US ofl companies.
“European and other inter-

national oil companies may
think twice before entering
into agreements or joint ven-
tures with US companies In

parts of the world that might
be questionable in Washing-
ton's view," says Mr Vahan

Zanoyan, an analyst with the

Petroleum Finance Company
in Washington.
He says that another unin- J

tended effect of the US action

could be to boost the ambitions
of oil companies from emerg-
ing Asian countries. “There are

lots of Chinese and Indian com-
panies that don't care about
what the US thinks."

Mr Subroto, former secretary

general of Opec, shares that

view. He believes Middle East-

ern producers at odds with the

US will increasingly turn to

Asia for investment, and notes

that Pertamina, Indonesia's

state oil company, has already
decided to invest in Iraq when
UN sanctions are lifted.
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South Korea
faces bout of

labour unrest

Japan’s economic recovery

- a miracle or a mirage?

By John Burton In Seoid

South Korea will be bracing
today for what could possibly

be its biggest bout of labour

unrest in the last few years.

With public sector workers

threatening to join walk-outs

that have already crippled the

Korean car Industry, the gov-

ernment declared the indus-
trial actions Illegal and threat-

ened to arrest shrike leaders.

Labour unrest could soon
spread to the shipbuilding and
textile industries, which would
further harm an economy that

is already showing signs of
slower growth.
The surge in disputes is

linked to worker demands that

the government reform its

tough labour laws, which ban a
new militant labour organisa-

tion, the Korea Confederation
of Trade Unions (KCTU).
Although the government has

promised to revise the labour
laws in anticipation of joining

the Organisation for Economic
Co-operation and Development,
disagreements remain on the
extent of the reforms.

Most of the unions on strike

or threatening industrial
action are affiliated with the

KCTU. A key demand is that

hundreds of workers who have
been sacked for supporting
KCTU activities be reinstated.

The KFTU claims to repre-

sent 440,000 workers, including

many in the car and shipbuild-

ing industries and the public

sector. The moderate Federa-

tion of Korean Trade Unions
(FKTU), the sole legal repre-

sentative of the trade union
movement, has 1.2m members.
Public sector workers threat-

ening to strike today include

the country’s largest union at

Korea Telecom, the state tele-

phone company. They could be
joined by subway workers in

Seoul and Pusan, the two larg-

est cities in Korea, and employ-
ees of Korea Mint
The car industry already

been affected by widespread
industrial unrest this week. A
strike at Mando Machinery,
Korea's biggest car parts com-
pany, has Led to production
cuts at Hyundai Motor, the

Seoul may be forced to delay

tts admission to the

Organisation for Economic
Co-operation and Development
if the OECD makes “excessive”

demands for financial

liberalisation, Mr Koo
Bohn-young, one of the Sooth
Korean government's top

economic reformers, warned
yesterday, writes John Burton.

Korea could not afford to

satisfy all the OECD
conditions for membership if

It meant harming the
economy, he declared- Seoul is

faring growing domestic
criticism that it is making too
many concessions to the OECD
following its decision this

week to allow greater foreign

investment in the stock
market

largest car producer, due to a
shortage of components. Work-
ers at Kia Motors and its truck
subsidiary, Asia Motors, have
gone on strike, while the Dae-

woo and Ssangyong car compa-
nies may follow suit
The government has waged a

harsh battle against the KCTU
for the past year by arresting

3Q members, including its two
co-chairmen, for engaging in

illegal labour activities.

The tough response has been
criticised by the rntemaffnnal

Labour Organisation and
human rights groups ahmad. A
new crackdown on the KCTU
could harm Seoul’s rfianreK of

joining the OECD this year
since several OECD members
have criticised the Korean
treatment of unfnn activists.

However, Korean officials

are worried about the eco-

nomic effects of granting offi-

cial recognition to the KCTU.
which is demanding higher pay
rises and shorter working
hours than those requested by
the FKTU. Korean industrial

workers are already the high-

est-paid on the Asian main-
land, with an average monthly
wage of WonL2m ($1,500).

The KCTU is also seeking
the right for unions to partici-

pate in management decisions

concerning personnel and
plant locations.

T okyo economists and
policy makers were ask-

ing themselves yester-

day whether Japan's economic
recovery might be a miracle -

or just a mirage.

The question arose as they
digested latest government
data showing, to everyone’s
astonishment, that the econ-
omy grew at its fastest rate for

23 years in the first quarter of
1996.

The Economic Planning
Agency reported an annualised

12.7 per cent growth in the
three to March. It said

gross domestic product rose by
5.7 per cent against the same
period last year, fuelled by a
5JL per cent rise in private con-

sumption, a 7.4 per cent
increase in corporate invest-

ment and a 27.2 per cent rise in

I

government investment
On the surface, it lories like a

decisive recovery from three
years' economic stagnation -

the longest since the 1930s -
and unlike the three false

i

dawns in those three years.

Unusually, as the Tokyo office

of Merrill Lynch points out,

consumers, companies and the

government axe now spending

money at the same time.

Yet sceptics see reasons why
the EPA data overstate actual

growth.
First this is recovery from a

low base. In the first quarter of

last year, when the economy
grew just 0.1 per emit So sec-

ond-quarter growth this year
will not be as strong. -

Early last year, the talk was
not of recovery but of fears of a
slump, triggered by the dollar's

collapse to Y79.75 in April But
the dollar recovered, helped by
US and Japanese central bank
intervention; growth picked up
in the second quarter, only to

ease in the third and rebound
to 2.7 per cent year-on-year in

the final three months.
Second, Japan’s GDP figures

are late and notoriously unreli-

able. Unusually, Japan pub-
lishes GDP data two-and-a-half
months after the end of the
quarter, since it has no central

statistical agency. The EPA
simply aggregates data col-

lected by 10 government minis-

tries, a labour-intensive task

with few adjustments for sta-

tistical anomalies.

“There are real quality prob-

lems about these figures,” says

It looks like lift-off, yet

sceptics point to reasons

why data seem to

overstate actual growth.
William Dawkins reports

Japan’s economyrbouncing back'

- Amutfsed quarterly growth (96) .
‘

:
AmuaSsed quarterly growth (96)

Real GDP
IS

- ioU_i

Real private consumption

•gr
: —

76 71.. ao K

Mr Chris Calderwood, econo-

mist at BZW in Tokyo.
Being late, the GDP figures

flash with more recent data,

showing a 1.1 per cent fall in
retail sales and a SJi per cent

decline in pnblic sector con-
struction starts in April
Nor do they match the Bank

of Japan’s own Tankan quar-

terly survey of business confi-

dence, used by the BOJ as its

main guide to the short-tom
economic outlook, hence the
decisive factor in forming
interest rate policy.

The mo6t recent Tankan, for

May. points to stronger than
expected recovery, but cites

constraints on growth, such as

an increase in unsold stocks
held by wholesalers and a sur-

Bright ideas have always been

the richest natural asset of our home state.

L-Bank is the development agency ofBaden-Wamem berg,

one of Germany's most productive federal states.

Rich oil and natural gas deposits

are something that Nature neglected

to locate under the fertile soil of

Baden-Wu rtiembeig. As if to compen-

sate. the state has enjoyed more

than its shtirc of brilliant minds.Take

Einstein - yes. he was born in Baden-

WUrItemberg - or Daimler or Benz,

for exam pie.Thanks not least to the

ingenuity of its residents, the state

for which L-Bank is also development

agency has long boasted one ot the

most powerful regional economies in

Europe. L-Bank’s role is to help

Baden-Wflrtiemberg to deploy its public

assistance programs. These center on

infrastructural improvements, cor-

porate subsidies, residential develop-

ment programs and assistance for

agriculture. Together, tbe state and its

bank ore helping to bring new ideas

to light - lighting the way to even

brighter perspectives for the future.

L-Bank. Schlossplatz 10/12,

D-761I3 Karlsruhe. Germany.

Telephone 1NT 721/150-0.

8L-BANK
LandesJoetirtb^Badon-WCMteTiTberg

plus of employees at a fifth of

companies surveyed.

So it is no surprise that on
ha7anr«» Japanese policy mak-
ers yesterday took the view
that the spring growth spurt

was neither mirage nor mira-

cle, but simply, to their relief

evidence that the upturn ofthe
final quarter of last year is

building momentum.
Failure to recover would

have been a disaster, given
Japan last September got the

biggest fiscal and monetary
boost in its modem hteteay - a
cat in the official discount rate

to a record low <L5 per cent and
a Yl4,22Qbn ($132bn) pump-
priming package, worth an
estimated L5 per cent of (Sp-
in new spending.

It is hard to imagine what
else the government could

have done if the economy had
continued to stagnate.

"1 am thankful for the fig-

ure. . . we can say the economy
Is heading for recovery,” said

Mr Ryutaro Hashimoto, the
pnme minister. Private sector

economists stuck to their foil-

year forecasts of 2£3 per cent

The consequence of Japan’s

spring bounce, contrary to

fears of investors who have
been sending Japanese bond
prices down since the GDP
data were announced, is likely

to be no imminent increase in

interest rates. Mr Yasuo Mat-
sushita. BOJ governor,
stressed there were no plans to

change monetary policy for

now.
For the BOJ has no reason to

worry about inflation, slightly

negative for the seventh quar-

ter in a row, and still has some
reason to be warned about the
stability of the banking sys-

tem. Smallpr banks’ bad loans

are still growing as property
prices decline.

Moreover, it is not yet dear
whether private demand will

be strong enough to compen-
sate for the run-down of last

September’s pump-priming
package^ a factor in the sharp

rise in public-spending in the

first quarter.

Another constraint on
growth, a rise in consumption
tax from 3 to 5 per cent, is

likely to arrive next .April, fol-

lowing an agreement yiesteiday

by an fttflnuntfaT government
tax panel. So most observers

think.the BOJ will wait for its

next Tankan in September
before tightening.
Mr Hashimoto's Liberal Dem-

ocratic party is planning a
smaller package
autumn to soften the impact of

these coming shocks, and pos-

sibly to sweeten pubfic opinion

for the election LDP elders are
contemplating at the end of
this year or early next

Ironically, the strength of

the latest GDP data will make
it harder for the LDP to per-

suade the finance ministry to

release ftwnfc for such a pack-

age. The ministry is anxious
about the rise in central gov-

ernment debt So its celebra-

tion of Japan’s rediscovered
economic vitality may not be
as innocent as it seems.

ASIA-PACIFIC NEWS DIGEST

Canberra pension

allegation denied
An Australian parliamentary inquiry has found no evidence of

“insider trading" by members of the Reserve Bonk of

Australia’s investment committee in respect of its in-house

pension fund, it said yesterday. The allegation was first raised

by Mr Andrew Thomson, a former Liberal party backbencher

and now a parliamentary secretary m foe new coalition

government, last year. This, in turn, led to an inquiry by foe

Senate select committee on superannuatioa
Mr Thomson questioned the propriety of haring senior bank

nffiratals sit ou the investment committee, and implied that

they might have used their knowledge of central bank
monetarypolicy to benefit foe RBA's Officers'

Superannuation Fund in its bond trading activities. He cited

the pension fund's performance in 1993-94 in support of these

allegations. Nikki Toff. Sydney

Philippine peace talks to resume
Philippine President Fidel Ramos said yesterday that peace
talks with communist rebels were about to resume in the

Netherlands, a year after they broke down, in a dispute over a

detained leftist leader. The announcement came hours after a
Manila court ordered foe release ofMr Sotero Llamas, a senior

figure in the National Democratic Front (NDF) who has been
in detention since May 1995 awaiting trial on murder changes.

“I view the resumption of peace talks with guarded .

optimism,” Mr Ramos said in a statement:

The NDF said the talks could not proceed until Mr Llamas
was released because he was a member of foe negotiating

panel trying to end the 27-year insurgency among Moslems in

the southern Philippines. Reuter, Manila

Taiwanese president snubs MPs
Taiwan’s government yesterday snubbed MPS who attacked

the reappointment ofMr Lien Chan as prime minister and told

them to concentrate an theirjobs as lawmakers. The
.

presidential office denied any violation of the constitution in

retaining Mr Lien Chan as premier without seeking -

parliamentary approval.

Opposition law-makers, some supported by members of the

ruling Kuomlntang; have paralysed parliamentary business in

protest at the appointment. The presidential office said
-

yesterday that since Mr Lien was not newly appointed as

premier nor was the legislature newly sworn in, no
constitutional mandate existed for his appointment to be

endorsed by the legislature.

The divided parliament had urged President Lee Teng-hui to

"renominate a premier as soon as possible” and submit the
nami> for its approval, saying Taiwan’s constitution gave it the

right to review all cabinet appointments. Agendas, Taipei

Pakistan budget strike call
MrNawaz Sharifi Pakistan's main opposition leader, yesterday

called for a nationwide strike on Sunday to protest against the

government’s “anti-people budget" proposals. Mr Sharif’s

Pakistan Muslim League has said it will oppose foe 1996-97

budget, which is due to be voted an before the end of the

month. The financial year begins in July. The RsSOObn

($K28bn) June 13 budget, announced byPrime Minister

Benazir Bhutto's government, levies Rs41hn in new taxes.

MrSharifS strike call follows a meeting on Tuesday in

which the parliamentary opposition pledged to support a

campaign, by the former prime minister against foe 32-month

Bhutto government Critics from the opposition and business

say heavy feumtinn, including a general sales tax, will force

companies, to raise prices. AFP, Islamabad

the party

holds its breath for

congress to start

A battered blue police

motorcycle draws up to
the kerb of a busy

street in Hanoi. From the side-

car a plainclothes officer

clutching a megaphone ges-

tures to a vegetable seller to

move on. With two large pan-

iers of green celery strapped to

the back of her bicycle she
lumbers, uncomplaining, away
down foe street

This clampdowh on street

hawking is typical of the way
security is being discreetly
Hgfrtonad in the runup to next
week’s Vietnamese Communist
party congress. A degree of
nervousness is naturaL The
meeting is expected to bring

sweeping changes at the top of
government; the international

business community, whose
interest in investment has
been flagging recently, is hop-

ing for a new posh fear eco-

nomic reform.
However, with lack of obvi-

ous leadership candidates, foe
chances are that such hopes
will be disappointed. “Vietnam
has hit a brick wall - the point
where cosmetic change is no
longer sufficient,” says one
east European diplomat. “Real
change is required, and this

congress cannot provide the
answer.”
Among diplomats, gossip is

rife as to which of the coun-
try’s top three officials - Mr
Do Muoi, 80, the patriarchal _

party secretary. Sir Va Van
ffiet, 74, the reformist Prime
Minister, and the conservative
President Le Due Anh, 76, with
his military connections - will

move on. So sensitive is foe
issue in Vietnam’s patronage-
riven bureaucracy that offi-

cials have been all but struck
dumb. They would prefer not
to have any public discussion
at alL

Behind dosed doors, though,
a process is taking place that
in western democracies would
be equivalent to the upheaval
of a general election. By the
time the congress formally
assembles on June 28, foe die

will have been cast and deci-

sions taken that will shape the
country for the next five years.

Between now and then, the
final rounds in a battle for
power wifi be fought in secret
Derision-making has been par-

alysed for mouths in a damp-
down on what are perceived as
western excesses such as
advertising and prostitution.

Conventional wisdom Is that

this will be a singularly impor-

Busts ofHo Chi M3nh on sale in Hanoi: his legacy of balance in government persists s**>»»**

taut congress because of the
need to cement Vietnam’s 10-

yesr reform process. In prac-
tice, it is foe rtm-np to foe
meeting that stands ont
because of the extreme uncer-
tainty over Hiding a collective

leadership with foe right bal-

ance to provide continuity.

One of the lasting legacies of
Ho Chi Mrnb, still revered as
the hero Of North Vietnam's
war against the US, was a pre-
dilection for balanced govern-
ment that would ensure stabil-

ity. and protect the communist
party's grip on the nation.

The present leadership is bal-

anced not only in terms of pol-

icy inclination and between
civilian and military control,

but also in regional terms. Mr
Muoi is from Hanoi, Mr Kiet
from the south and Mr Anh
from Hue Province in central

Vietnam. Matching that bal-
ance while banding on foe
reins of power to a younger
generation is proving a formi-
dable challenge

The final choice could colour
the overall artminigtratton Ele-
vation of General Le TUia

Phieu, 65, would add to foe
influence of military hard-
liners: that of Mr Non Due
Manh, 56, National Assembly
chairman, would please moder-
ates. But officiate caution it

would be a mistake to expect
much change. Even foe
younger leaders belong to a
generation trained by Rus-
sians, and whose formative

experience was the war against
the US.
Amid all the turmoil, pre-

cious little attention is being
paid to policy. By some counts
economic reform has been
extraordinarily successful.
Growth has averaged R5 per
cent over the past five years.

Inflation, once is triple digits,

is below 10 per cent, according
to government statistics.

Officials talk of a need to
adapt the reform process
rather than change it There is

little inclination to move on
quickly to more radical
reforms such as curbing the
role of state enterprises,
because these would dilute foe
party's authority and upset
vested interests. Vietnam
clings to socialism and state
control, not least because giv-

ing free rein to the market
could be divisive and hand
political power to foe more
entrepreneurial south.

A draft of the political report
due to be adopted by the con-
gress fudges foe issue of priva-

tisation with glorious gobble-
degoob. It talks of the need for

a “multisectoral economy,
along the market mechanism
with state management and
socialist orientation”.

The social chaos and collapse

of political authority that fol-

lowed reform in foe old Soviet

Union and eastern Europe still

strike terror into the heart of
Vietnamese cadres. “If we fol-

low the big bang approach, like

foe Russians, we will fail.”

says Mr Do Due Dinh, a gov-

ernment economist.

A recent analysis by Pere-

grine Securities, foe Hong
Kong investment house,

warned reform to date had left

lingering weakness, notably a

current-account balance of pay-

ments deficit of 15 per cent of

gross domestic product, twice

that of Malaysia and Thailand.

Reform needed to be deepened

with an end to tax and other

privileges far state enterprises,

and capital market measures

to mobilise domestic savings.

Foreign aid and investment

inflows are still sufficient to

cover the deficit, so Vietnam

has little incentive to confront

such challenges for now. The
World Bank recently offered it

a $L5bu loan over three years

from 1997, but Vietnam has

taken up only about 15 per

cent of Japan's YlTObn
($U56bn) in aid commitments
since 1993; many diplomats say

its honeymoon with aid agen-

cies is cooling.

The congress may be preoc-

cupied with a need for continu-

ity, but by turning a blind .03'

to the real economic dialler#
it may sow the seeds of a even-

tual payments crisis that

would force foe government to

take the very decisions it is

now inclined to shirk.

Peter Montagna*1

and Jeremy Grant



15

LEGAL DEFINITIONS
flotation n.‘ 1 launching of a comm-
ercial enterprise on the Stock Exchange
2 life belt or similar device required if
enterprise sinks, see rowe a maw: asap
iph 0171 -248 4382)

L YERS FOR BU S I N E S S

FINANCIAL TIMES

COMPANIES& MARKETS
©THE FINANCIAL TIMES LIMITED 1996 Thursday June 20 1996

Darome 7eisconrereneng

Pick up the phone . .

.

not more expenses!

UK: 0500 101 500
Europe; +44 181 288 4422
Asia Pacific +852 2502 2677

IN BRIEF

TCI plans satellite
television spin-off
Tele-Communications toe, the US cable television
and entertainment group, is to spin off its satellite

broadcasting and programming interests into a sep-
arate, independent company. Page 20

Sfhler set for senior Deutsche Tefefcom rate
Officials in Bonn said Mr Helmut Sihler, a former
chief executive of Henkel, the family-owned Ger-
man chemicals group, was set to become the new
head of the non-executive supervisory board at
Deutsche Telekom, the world’s third largest tele-

coms operator which is due to be partially priva-
tised in November. Page 16

NTT mini-phono is one to watch
Japan’s Nippon Tele-
graph and Telephone
veiled a prototype wrist-

watch-shaped ceQular
phone (left) incorporat-

ing a dialling system
which responds to the
voice. To make a can,

the user pushes a button
on the body and speaks
the phone number into

the microphone. The
voice-recognition system
converts the sound into

numerical data. NTT
said the prototype, at 70 grams, was the world's
smallest cellular phone based on the Japanese-de-
veloped PHS mobile communications system. It

hopes to launch the phone in about 2000 at a retail

price of around Y50.000 ($463).

Heimes & Mauritz shares jump on 24% rise
Shares in Hennes & Mauritz, the Swedish fashion
retailer, leapt 11 per cent after the company sur-

prised investors by reporting a 24 per cent increase

in profits to SKr617.Gm (682.4m) in thesis months
to the end ofMay despite weak retail markets in
Europe. Page 16

Janfine forges Pfiflippines alliance
The Jardine group, whose diverse companies are

listed in Singapore, is pursuing its expansion in

Asia through a tie-up between Gammon Construc-

tion, its Hong Kong-based construction arm, and
Ayala Land, the Philippines’ property developer.

Page 18

Calpers orders property shake-out
The California Public Employees Retirement Sys-

tem has ordered a shake-out of its underperforming

property portfolio in a bid to boost assets, which
recently exceeded SlOObn for the first time. Page 20

Hyder plans to cot 900 staff
Hyder, the UK multi-utility formed after Welsh
Water's £8S3m takeover of Swalec, the South Wales
electricity distributor, is to cut 900 jobs in a reor-

ganisation expected to save £10Qm ($153m) a year by
the end of the century. In London, Hyder’s shares

rose 5p to 723p. Page 21
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Tim Burt unravels the claims and counter claims behind a tale of alleged industrial espionage

The documents in the dustbin
The private investigators from
Rroll Associates were pleased
with their night's work.
The corporate investigations

|

consultants - employed by the
1 Norwegian engineering group

|

Kvaerner - told their clients they
had persuasive evidence of indus-
trial espionage at one of its UK
subsidiaries.

For more than four weeks,
KroQ had been scrutinising the
comings and goings at Davy
International, the metals process-
ing business which Kvaerner
inherited following its £904m
($l.3bn) takeover this year of

Trafalgar House,
ft had also been
tailing Mr Hoy
Tazzyman, Davy
International's
former chief
executive.
Then they bad

a break. They
emptied the
dustbins at Mr
Tazzyman's Dor-
set home and
found some
interesting docu-

ments - Includ-

ing faxed letters to senior offi-

cials at Voest-Alpine
Industrieanlagenbau (VAT}, one
of Davy's main competitors.
For Mr Eric Tonseth, chief

executive of Kvaerner, the papers
confirmed gnspjrinng that confi-

dential technical and contractual

information was being passed
illegally to VAI, part of the Aus-
trian industrial conglomerate VA
Technologic.

Td never seen anything like

it," he said.

The documents gathered from

Mr Tazzyman’s dustbins helped
persuade a High Court judge to

grant an order enabling Kvaerner
to raid the offices of VAI Indus-
tries (UK).

Mr Tazzyman, meanwhile, bad
been installed as the managing
director ofVATs UK business - a
position which Kvaerner rfatmn
he was offered after leaking
details ofDavy's strategy and pri-

cing plans on some large over-

seas contracts.

VAI and. Mr Tazzyman have
angrily denied any wrong doing.
Rejecting Kvaeraer’s accusations
of industrial espionage, they

have accused
the Norwegian
group of employ-
ing dirty tricks

after losing a
$ibn Middle
East contract to

VAL
“Any sugges-

tion that VAI
Austria’s recent
success was
attributable to
tile wrongful use
of information
about Davy's bid

is completely denied.'*

Moreover, it suggested Kvaer-
ner was angered that VAI had
recruited a number of its top met-
als processing executives follow-

ing the dftriginn last year to dose
Davy's offices in Poole, Dorset
The Austrian company is

thought to be considering a
counter claim over Kvaemer’s
raid on its offices.

Kvaerner, however, remains
unrepentant. It claims to have
seized more than 2,000 Davy doc-

uments, technical drawings and

computer discs from VAL Twelve
boxes of papera were taken away,
some of them hidden in toilets
and company cars.

The legal row has surprised
some analysts, many of whom
are used to a more sedate
approach from Kvaerner.
“People are amazed at what’s

going on," said one analyst “Eric

Tonseth is obviously pretty cross

and looks determined to win
damages."
Another analyst said: “I’ve

never seen anything like it This
sort of thing is not often played
out in the UK, at least in public."

Kvaerner yesterday stepped up
its campaign against VAI by issu-

ing writs against Mr Horst Weis-
inger and Mr Richard Guserl,
chief executive and finanrp direc-

tor respectively of the Austrian
company.
The High Court writs, similar

to those served already against

Mr Tazzyman and other VAI
employees, involve claims for

damages and an injunction pre-

venting the executives from dis-

closing. hiding or destroying any
documents belonging to Davy.
Although VAI has vowed to

fight the action, it said in a state-

ment that it “would treat very
seriously the discovery at its

premises of any employee infor-

mation belonging to a competi-
tor".

Kvaerner, however, claims that

Davy information was going
right to the top of VAI, and was

not restricted to a rogue opera-
tion at its UK offshoot.

Mr Tazzyman. who has also

been accused by Kvaerner of
poaching Davy employees,
believes he lost his job for oppos-
ing Kvaerner’s plans to close its

Dorset offices with tbe loss of 450
jobs.

"This is a case of sour grapes,”
be adds.

Kvaerner, however, says he
was asked to resign following
mounting losses at the subsid-
iary.

Davy last year reported operat-
ing losses of *16-1.601. the largest

single factor behind a £174.7m
operating Joss at Trafalgar’s engi-
neering division.

Davy International, which
designs and supplies equipment
for steelmakers and other metal
processors, joined Trafalgar as
part of the ill-fated acquisition of
Davy Corporation in 1991.

Whereas most of tbe rest of Davy
was integrated into Trafalgar
House, Davy Internationa) was
left largely independent.
Senior Kvaerner officials say

they have changed the manage-
ment structure to prevent any
further loss of business, with
middle managers now reporting

to a more tightly controlled exec-

utive team.
In the meantime, it has com-

mitted significant resources to
“protect our rights" against VAI.

“It could take two years to get

a result from the courts," pre-

dicted one official.

VAI rejects tbe espionage
claims: “Any such suggestion is

untrue and will be shown at the
trail of this matter to be without
any foundation."

VAI is thought
to be considering

a counter claim
over Kvaerner’s

raid on its

offices

Coca-Cola
ends link

ASC issues Internet share warning
Australian regulator alerts lm users to possible swindles

with Nordic
producers
By Greg Mdvor in Stockholm

Coca-Cola yesterday ended a
half-century collaboration with
Its local partners in Sweden and
Norway, saying it would build.

Us own production facilities in
the two countries as part of a
stand-alone strategy.

The announcement will trigger

restructuring at Pripps Ringnes,
which relies on. the US group’s
products for SKr2.7bn ($4G4m),

or 35 per cent, of its turnover.

The company, controlled by
Orkla of Norway, said it would
have to make 1,400 redundancies
- or 20 per cent of Its 7,000
workforce.

Pripps Ringnes, which is to
receive a SKri.lbn severance set-

tlement from Coca-Cola, was
formed last year by tbe merger
of Pripps of Sweden and Ringnes
of Norway.
Mr Pan] Bergqvist, the group's

managing director, put on a
brave face, saying profits after

financial costs would be in line

with last year's pre-tax figure of
SKr535m once the phase-out was
complete. He said the Swedish
operations would cost about
SKr200m to wind down and the'

Norwegian cost would be "some-
what higher”.
He said differences had arisen

with Coca-Cola over tbe produc-
tion and distribution operations

in Sweden and Norway. Coca-
Cola had wanted part-ownership
of Pripps Ringnes, while the

company was determined to

remain independent
Coca-Cola appeared uncomfort-

able with Hie dominance of

Pripps Ringnes in the domestic
market In Sweden, it lias S5 per

cent of the carbonated drinks
sector and a leading position in

beer and mineral water in both

countries.

One analyst said of Coca-Cola’s

move: "The extent to which It

will hurt Pripps Ringnes will

depend largely on whether Coca-

Coin will be aggressive and put

pressure on prices. Then the

remaining soft drinks business

will be extremely vulnerable."

In December, Coca-Cola and
Pripps had a public disagree-

ment after the OS group with-

drew from its Swedish produc-

tion and distribution deaL The
dispute prompted Pripps to shut
briefly its Coca-Cola bottling

facilities, although negotiations

later resumed.
Coca-Cola’s arrangement with

Pripps dates back 42 years, while
collaboration with Ringnes goes
back 58 years. Under yesterday's

agreement, Pripps ftingnes win
produce, sell and distribute
Coca-Cola products until March
next year. Thereafter, it will bot-

tle tbe US group’s brands until

the end of 1998-

Coca-Cola plans to build a new
production facility in Stockholm
and another in central Norway.

By NBdd Tart hi Sydney
and ftauf Taylor in London

Tbe Australian Securities
Commission, the country's secu-

rities industry regulator, yester-

day issued a formal warning to

the estimated lm Australian
Internet users about “unsubstan-
tiated securities information"
published to entice investors to
buy shares.

“The ASC is particularly con-

cerned that securities recommen-
dations are being made by people
who may not be licensed invest-

ment advisers and, as a result,

not qualified, and that such
rpwimmpndatinns might include

information which is false or mis-

leading, or which repeats base-

less rumours," it cautioned.

The ASC said it had identified

or investigated a number of cases

By Judy Dempsey fai Berlin and
Raymond Snoddy an London

Mr Michel Delloye, chief
executive of CLT, the interna-
tional rnpftia group, resigned yes-

terday following disagreements
over the management structure

being put in place to run the
company created out of the
merger of CLT and Ufa, Bertels-

mann’s television division.

The proposed new management
structure wifi consist of two gen-
eral managers, one from CLT and

one from Bertelsmann, plus two
representatives of the sharehold-

ers of both groups.

Mr Delloye, who became chief

executive of Luxembourg-based
CLT in 1992, believed a single

vision and a much more clear-cut

decision-making process was
required.

CLT and Ufa announced two
ago that they would

merge, creating one of Europe’s

largest broadcasting networks
with annual sales of DM5bn
CS&Sbn).

Ironically, Mr Delloye was
instrumental in putting the CLT-

Ufa deal together after a meeting

at Frankfurt Airport with Mr
Ijjehari TVimamann, the Bertels-

mann director responsible for

television. An agreement to

merge was hammered out in two

days of negotiations.

CLT and Bertelsmann will

announce next month that the

two general managers will be Mr
Remy Sautter, head of CLTs
radio interests, and Mr Rolf

Schmidt-Holtz from Bertelsmann

Mr Delloye believes the merger

of CLT and Ufa was the right

thing to do and Is convinced that

it w21 go ahead without him. He
will leave CLT in a few weeks
and yefr a job in the media.

but was convinced there were “a
lot more out there”.

In the US there have been a
number of high-profile cases
involving state and federal regu-

lators prosecuting individuals far

selling unregistered securities -

in one case involving shares in a
coconut plantation in Costa Rica.

However, successful prosecu-
tions are difficult because it is

hard to track computer messages
on the Internet and often impos-
sible for investors to tell with
whom they are dealing or where
those people are.

Tbe US Securities and
Exchange Commission and state

regulators have been working
through the North American
Securities Administrators’ Asso-

Yesterday, Bertelsmann played
down the resignation of Mr Del-

loye and emphasised that the
merger of CLT and Ufa would
happen.
“We knew fra* some time that

he [DeDoye] would be resigning.

The CLT-Ufa merger is not in
danger. Why should it be?" said

Mr Nikolaus Formanlk, a Ufa
official.

Bertelsmann concedes Mr Del-

loye was instrumental in agree-

ing to (XT’s merger with Ufa.

This took place just days after

Bertelsmann. Mr Rupert Mur-
doch's BSkyB, Canal Plus, the
French commercial television

channel and Havas, the French
media group, formed an alliance

aimed at launching a Europe-
wide digital pay-tv network. The
alliance is in question following

BSkyB’s decision to pull out oftt

this month.
Even though the CLT-Ufa

merger is expected to survive Mr
Delloye’s resignation, there are

doubts about whether it will

obtain the green light from the

European Union’s competition
authorities, or if it will be
accepted by Gennanys LSnder,

or states, which are revising the

country’s State Broadcasting

Treaty. The current law restricts

ownership to 49 per cent of a TV
network which would invalidate

the CLT*U£a merger since the

new company would own more
than 80 per cent of RTL, tbe Ger-

man commercial channel.

"We are optimistic about Brus-

sels,” said Mr Formanik, adding

that CLT and Ufa were dose to

putting tile finishing touches to

tiie merger agreement, due to be

signed this month.

Bertelsmann faces need to

rebuild bridges. Page 17i

Observer, Page 13; Lex, Page 14

elation to handle the swindlers

using electronic media to lure

potential investors.

Last Autumn, the SEC and
state agencies filed civil charges
against people allegedly using
electronic media to manipulate
stock prices, promote chain
letters, sell shares in a non-exis-

tent mutual fund and an imagi-

nary eel farm.

In Australia, a couple of com-
puter-based share scandals have
come to light recently, although
the ASC acknowledges that some
have emanated from overseas.

A few months ago, for example,

a Geelong-based web site opera-

tor Maimed shares in three small

ofl exploration groups were set to

rise after a “monster oil find”

near the Philippines. The report

was discovered by ' an ASC
enforcement operator and
removed within hoars when one
of tbe companies denied it had
any substance. Similar problems
came to light with a Ballina-

based share-tipping operation.

The ASC admits that the min-
ing and resources sector, which
accounts for about one-third of

the AB-Ordinaries index, is par-

ticularly susceptible to share-
ramping, but says problems have
surfaced in other areas as welL
To date, no prosecutions have

been launched and the regulator

acknowledges the difficulty in

tracing the source of misleading

reports, and the tendency of cul-

prits to plead ignorance.

Nevertheless, “companies and
individuals who are not licensed

dealers or investment advisers
who make recommendations or
provide unsubstantiated informa-

tion on securities through the
Internet" were breaching the Cor-

porations Law, it said.

“The full range of Corporations

Law provisions . . . will be
enforced." it stressed.
In recent months, the SEC has

made a series of statements on
what sort of investment business
can be conducted over the Inter-

act or other computer systems.
These include providing a pro-

spectus for a stock offering, price

quotes for securities or mutual
funds, advertising investment
opportunities and sending
account statements or portfolio

details. In addition, brokers can

send investors research reports.

Who goes this

far to give you

international

credit insurance?

Only Cotace lias a network of insurers

in countries covering 70% of world trade.

No one else goes to such lengths

for their clients.

Coface LBF

Don't sign until we’ve quoted.
Y-k ;; < rctlil broker lor derail.-' or ojll 0171 >2> 7620

CLT chief quits

over structure at

merger with Ufa
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er to head Telekom supervisory board
By Michael Undemann
in Bonn

Mr Helmut Sihler. a former
chief executive of Henkel, the

family-owned German chemi-
cals group, is set to become the
new head of the non-executive
supervisory board at Deutsche
Telekom, the world's third
largest telecoms operator
which is due to be partially

privatised in November.
Officials in Bonn said Mr

Sillier. 66. was yesterday rec-

ommended to a meeting of

Chancellor Helmut Kohl's cabi-

net. which will make the final

decision about the appoint-

ment because the government
still owns 100 per cent of Deut-

sche Telekom.

Shares representing 17 per
cent of the company’s equity

are due to be listed on interna-

tional stock exchanges in

November, in a public offering

of shares expected to be worth
about DMISbn ($9.7bn).

Deutsche Telekom itself

declined to comment on Mr
Sihler's possible appointment
However, a final decision must
be reached on July 1. when its

21-strong supervisory board -
half of which is made up of

employees - next meets.
Mr Slhler. who left Henkel in

1992. will step down from his

position as head of the supervi-

sory board at Deutsche Post,

the federal postal service, to

take up the Deutsche Telekom
position, s^ld,

He is also head of the super-

visory boards at Porsche, the

sportscar maker, and Degossa,

the industrial and chemicals
group.
The nomination of Mr Shier,

an Austrian, comes just two

Skis Mossignol ahead 19%
despite fall in global market

days after Mr Rolf-Dieter Leis-

ter, a former head of IBM in

Germany, said be was stepping
down far personal reasons, a
decision which surprised Deut-

sche Telekom executives and
politicians alike.

Unlike Mr Leister, who had
advised Deutsche Telekom
since 1983, Mr Slhler has no
previous telecoms experience.

His quick appointment is likely

to msure, however, that there

is no speculation about vacant
positions at Deutsche Telekom
just months before its partial

privatisation.

PROFILE: V ;

SKIS ROSSIGNOL
[Market vales: $379 .Sen M.nn listing-. Pans

Mr Sihler has developed
gpmrthtng of a name for hhn-

self as the first non-family

member at a number of Ger-

many's best-known family-

owned companies.

In 1980 he became the first

person outside the Henkel fam-

ily to take over at the helm of

the DQsseldorf-based chemicals

group, while in 1993 he became
the first person ontslde the

Porsche family to take over as

head of the Porsche supervi-

sory board, succeeding Mr
Ferdinand Porsche who
stepped down aged 82.

By David Owen in Paris

Skis Rossignol. the French ski

maker, yesterday reported a 19

per cent increase in profits,

helped by Improved market
shares m all its product lines.

The Voiron-based group
reported net income of
FFrll5.7m (S22.4Sm> for the

year to March 31. compared
with FFrSTulm in 1994-95. Oper-

ating profits were ahead 13.3

per cent at FFr2l±3m. against

FFrl87.3m. The dividend is to

be increased by 38.4 per cent to

FFr20 a share, against FFr22
paid in 1994-95.

Rossignol said the result con-

firmed it as leader in the

FFrio.Tbn world winter sports

market. “The global market is

in decline, and yet we

increased our sales", said Mr
Jean-Jacques Bompard, com-
pany secretary.

The group's turnover
climbed 13 per cent to
FFr2.12bn, against FFrl.88bn

in 1994-95. Net debt fell 10.3 per
cent to FFr4S9.9m from
FFr513.lm.

The company last year sold

l.4m pairs of skis and now
claims 39 per cent of the alpine

ski market. It also sold 72,000

snow-boards - a new activity -

and hopes to expand sales 70

per cent in the coming season.

It said annual sales of snow-
boards were now running at

about lm.
The group sold 270,000 Ros-

signol brand ski bindings and a
further 538.000 under the Look
brand name. Golf sales rose 6J

per cent to FFrMfim, while
sales of tennis equipment were
stable at FFr2lm.
The company is preparing to

launch a roller skate under its

own brand name. This follows

last year’s FFr25ra acquisition

of Meran, an Italian skate
maker.
Yesterday’s disclosure came

a month after Salomon, Rossig-

nol’s arch rival and the world's

largest manufacturer of ski

bindings, posted a 28 per cent

increase in net income.

The result was spurred by a

50 per advance in sales of

Taylor Made golf clubs and
improved productivity in its

alpine ski division. Like Ros-

agnol Annecy-based Salomon
proposed a net dividend of

FFr30 a share.
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AssiDoman in Russia venture with Stratton
By Hugh Camegy

AssiDoman. the Swedish palp
and paper group, yesterday
announced a significant strate-

gic move into Russia in har-

ness with the Bahamas-based
investment company Stratton
- the company with which it

fought a battle last year for

control of Sepap. the Czech
paper producer.

Assi is buying a 50 per cent

share in Stratton Paper, which
earlier this year took control of

Segezhabumprom. Russia’s big-

gest producer of paper sacks.

The Swedish group, itself the
biggest European manufac-
turer of paper sacking and

“kraft" corrugated packaging
material, will oversee the over-

haul of Segezha's production,

marketing and exporting.

Stratton and Assi - which
declined to reveal the price it

paid for its share in Stratton
Paper - plan to raise (100m to

invest in Segezha. located in

Russia's north-western Karelia

region, next to Finland. They
are negotiating with multilat-

eral organisations for financial

backing, including the World
Bank, the EBRD and the Nor-
dic Investment Bank.
The move is Assi’s third big

venture eastwards following its

investment in Sepap and a
paper sack operation in Tur-

key. Its purchase last year of a
39 per cent stake in Sepap was
thrown into question when
Stratton acquired a 51 per cent

share. After an acrimonious
dispute over Sepap’s future,

the two groups agreed to
co-operate in the running of
the Czech company.

Assi said the Segezha invest-

ment was part of a “very
long-term" strategy of commit-
ment to eastern Europe. The
Segezha plant has a capacity of

450.000 tonnes of sack paper a
year, and can turn out up to

lbn paper sacks. It employs
6.000 people. But it is currently

running at 20 per cent of capac-

ity following tiie collapse of

demand in Russia - and morn
of present output is sold on a
barter basis. Although Assi
sees the revival of domestic
demand taking years, it sees

earlier prospects for exports

from Segezha.

• Harvard Group, the Prague
investment management com-
pany run by the Bahamas-
based Czech businessman Mr
Viktor Eozeny. yesterday
merged its six privatisation

funds into one industrial hold-

ing company, writes Vincent
Boland in Prague.
The merger, which Harvard

said would cut administrative

costs, increase operational cap-

ital and “enlarge the scope of

business activities", will also

allow the new company to

avoid the impact of rules pro-

moting minority shareholder

interests that take effect on
July L

Industrial holding companies
are exempt from the rules,

which require detailed disclo-

sure of a company’s or fund's

activities. Following the
merger, Harvard is expected

today to complete the takeover

of the Czech glass company
Sklo Union, in which it already

holds a majority stake in alli-

ance with Stratton, the invest-

ment company owned by the
Bahamas-based businessman
Mr Michael Dingman.

Swedish

retailer lifts

profits 24%
at halfway
By Hugh Camegy
in Stockholm

Shares In Henries & Mauritz,

the Swedish fashion retailer,

leapt 11 per cent yesterday

after the company surprised

Investors fay reporting a 24 per

cent increase in profits in the

six months to the end of May,
despite weak retail markets in

Europe.
Pre-tax profits is the half

rose from SKr49&5m C$75.18m)
to SKr617-6m, on sales up 7
per cent from SKr7.2bn to

SEr7^bn.
Earnings per share

increased from SKr7.83 to

SKr9.70.
Analysts bad been expecting

a surplus of around SErSSOm
and investors rushed to cash
in on the surprise strength of
the result.

H&M shares surged SKr57
on the Stockholm bourse to

close at SKr572.
Mr Stefan Persson, H&M’s

chief executive and controlling

owner, said the company had
been successful with its sea-

sonal ranges of dotbes, allow-

ing it' to increase sales in the
face of a generally weak retail

trend.

H&M, based on a strategy of
offering attractive high street

fashions at a competitive cost,

said sales rose 15 per cent

when currency fluctuations
were taken into account. It

increased sales in local cur-

rency in every country.

Hie group, Sweden’s leading

international retailer after the

furniture chain Ikea, has more
than 400 stores spread widely

across Europe, with 74 per
cent of its sales daring the
period outside Sweden.

It plans to open a further 30
stores before the end of its

financial year in November -

adding to the 27 stores opened
in tiie first half at a cost of

SKr345m.
Hr Persson said that he did

not foresee any significant

improvement in the retail

outlook In the short
term.

Hg declined to say when the

trend might turn around - but

said that H&M tended to per-

form better than the industry

average during poor market
periods.

NEWS DIGEST

Credit Fonder
lines up buyers
Credit Fonderde France, the troubled specialist property

bank, is in “serious" contact with five possible buyers,

according to Mr Jgrdme Meyssonnier. Chairman. Mr
Meyssonnier made the disclosure in an interview with La
Tribune Desfosses, the French financial daily newspaper. He
said the best solution for the group would be “perhaps not

one. but several - preferably European - supporters”.

He said it was important that any buyer be of substantial

size. “I would not be undertaking this reform if I did not

believe profoundly in the role and place of Credit Fonder and

in its capacity to be competitive. ” he said.

His comments came less than a week after the bank's

auditors provided a highly unusual qualification to the 1995

annual accounts, saying they were unable to quantify the

impact ofa series of different elements which explained the

bank’s FFrl3.Sbn (JC-frlbnj in new provisions.

Iu comments which underlined the complexity of its

restructuring, the auditors also said they were unable to state

the bank’s continued operation was guaranteed because it bad
negative equity of FFriL5bn and a solvency ratio well below
the internationally accepted regulatory minimum.
Mr Meyssonnier said in the interview he acknowledged a

margin of error of about 10 per cent in the provisions the

group bad taken.

The French government has been discussing a number of

rescue options, including a possible takeover ahead of a
deadline of the end of July set by the minister or economics
nnri finance.

The group, whose annual general meeting is scheduled for

the end of this month, reported losses erf FFrlO.Bbn for 1996

after taking substantial provisions from changing its

accounting policies, reducing its property assets to current

market values and allowing for future casts against loans ft

judged unlikely to be recovered. David Owen Paris

European IT M&A value jumps
The value of European information technology merger and
acquisition deals in the first half of the year jumped by 30 per

cent to S25.3hn. according to Broadview Associates, the M&A
specialists. Broadview estimated there were 867 deals in the
sector in the first half, reflecting particularly strong activity in

ttaeUK.

One of the most active sectors was Internet-related deals

which jumped to 25. compared with 12 a year earlier. Overall

valuations grew by between 10 per cent and 20 per cent

reflecting the rise in US and European stock markets, the

economic strength of most IT markets and the consohdation
apparent in markets such as media and content services where
the value of deals quadrupled to $9bn, from &2bna year
earlier. Paul Taylor

Ericsson upbeat on mobile phones
Ericsson said it estimated market penetration for mobile
phones in the US would double to 20 per cent tor 2000 from the

current 10 per cent, with the company retaining its 30 per cent

market share. In an interview with the news agency Direkt.

Mr Bo Hedfors, head of Ericsson's US operations, said the

number ofnew subscribers for digital mobile networks was
growing by almost 3m a month.

“At the beginning of the year, there were more than 17m
1

subscribers in the digital mobile networks in the world. Today
the figure is 26m with the pace of growth of almost 3m new
subscribers per month," Mr Hedfors said. He he estimated

'

prices of digital mobile telephones would continue to fall

around 20 per cent per year. AFXNews, Stockholm
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Novo Nordisk
plans shake-up
Novo Nontisk . .

B share price relative id the
Copenhagen SEMex

140 —

Jun 1S85
Scute; FT. Extol
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Novo Nordisk, the Danish
pharmaceuticals and
enzymes manufacturer,
plans to make cost savings
of between DKrSQOm and
DRi70Qm ($5im-$l20m) a
year by rationalising its

global service and staff

functions, according to Mr
Henrik Gtirtler, an executive

director. He said that

assuring cost efficiency and
satisfactory profitability

would close the rally gap
that existed in the group’s
defence against takeover or
merger with an international
pharmaceuticals group, a
fate which has frequently

been predicted for Novo Nordisk. But as the voting majority is

controlled by the Novo Foundation, a hostile takeover is
impossible. Mr Gtirtler said the only situation in which Novo
NorcUsk's independence could be threatened would be if it

ceased to earn adequate profits to satisfy the Novo
Foundation. The rationalisation of service anA staff functions
follows a similar exercise in 1994 and 1995 for the sales and
production operations. The programme covers costs of about
DKrSbn and involves some 5.000 employees worldwide. Most
people made redundant would be found new jobs within the
group. Mr GQrtler told the FT. But he did not rule out some
dismissals, saying decisions would be made in the autumn.

Hilary Barnes, Copenhagen

Croatian bank sets GDR price
The international share placement far Zagrebacka TUmka,
Croatia's second largest bank, was priced yesterday at a range
of $7.27 to $8.59 per Global Depositary Receipt, valuing the
bank at $210m to $248m. The issue is for 10 per cent of the
bank’s shares and Is being arranged by Union Bank of

Switzerland, which will buy 2 per cent of the stock. UBS will

also make a market in the GDRs on Seaq International A
roadshow begins today and the placement is due to close an
June 27. Zagrebacka also announced its 1995 results. The
commercial banking side matte a profit of 124JJm kunas
($22.Sm), but at group level there was a loss of 1813m kunas,

mainly due to heavy provisions against equity investments in

tourism. Assets were 17.lbn kunas at the end of 1995 and
shareholders' funds were L6bn kunas. Mr Franjo Lukovic,
president, said profits for 1996 would rise to 158m kunas.

Gavin Gray, Zagreb

New Africa Investments up 95%
New Africa Investments (Nail), South Africa’s biggest

black-controlled business, posted a 95 per cent rise in

attributable income to RJ.67.7m ($38.6m) for the six months to

March, compared with R93m previously. The results reflected

an exceptional profit of R157m from the listing of its

wholly-owned financial services group. Earnings per share

excluding the exceptional item rose 28 per cent to 2.69 cents a
share from 2.1 cents. The interim dividend was up by 42 per

cent to 1.77 cents from 135 cents.

Metropolitan life, its subsidiary, madestrong gains in the

growing black insurance market Operating income rose by 30

per cent toR17.4m from R13.4m last time as the group's other

interests, notably New Africa Publications, owner ofThe
Sowetan daily tabloid, reported a strong performance. Nafhold
- whichincludes Nail’s stake mlfetLife, African Bank and
DU Pleiade, the merchant bank - was listed in October. The
exceptional gain was due to the sale of 32 per cent ofthe new
holding company to various institutions for R575m. The listing

also led to the restatement of MetLife, boasting the total value

of listed investments to R13bn from R578m. The group had
also revalued its unlisted Investments by 33 per cent to R234m
from R176m. despite selling half its 20 per cent stake inMTN,
the cellphone network operator, to SBC. the US telecoms

group, last August. Mark Ashurst, Johannesburg

Chargeurs upbeat on Pathe
Chargeurs, the French conglomerate, said its communications

activities, to be demerged from June 24 as Patbfe, are expected

to post a positive result in the first half and the full year of

1996. Chargeurs International which will hold Chargeurs’

industrial operations, would experience a decline in its wool

business. Mr Eduardo Malone, Chargeurs International

chairman, said wool sales were expected to fall 10 per cant in

the first half, after foiling 30 per cent in the second half of

1995. AFX News, Paris

Mr Luciano Benetton, chairman of Benetton, said 1996 net

profits would to be higher than 1995's L220bn ($143m). Sales

would be unchanged from 1995’s L2540bn. AFX News, Milan

Bertelsmann faces need to rebuild bridges
Germany’s leading media conglomerate has fallen out with its allies, reports Judy Dempsey

H ours after the Munich-
based Kirch group
announced plans last

week to launch digital pay-TV

In July, Bertelsmann, Ger-
many's largest media conglom-
erate and Kirch's arch-rival

responded in an increasingly

common manner for the north
German group: with derision.

Bertelsmann officials critic-

ised DFl, Kirch's digital

pay-TV network, arguing it

offered the consumer little that
was new. One official said
DFl's programming was weak
since there were no specialist

packages available, adding that

the viewer could not videotape
movies.
The criticism may have more

to do with Schadenfreude as
Bertelsmann Ticks its wounds
after a number of recent set-

backs, the latest being the res-

ignation yesterday of Mr
Michel DeUoye, chief executive

of Compagnie Loxembonr-
geoise de Telfediffusian.

Mr DeUoye helped forge a
merger between CLT and Ufa,

the television division of
Bertelsmann, but disagreed
over the management struc-

ture of the new company - in

particular the fact that the
company wlh be run by a man-
agement committee made up of

two general managers and two
representatives of sharehold-
ers. His resignation could raise

doubts about the merger’s
future.

Another setback, serious for

Bertelsmann's plans to expand
into international television,

was the decision by BSkyB. the

television channel controlled

by Mr Rupert Murdoch, to pull

out of Newco, the digital

Reshuffle at

Ford European
operations
By Wolfgang MQnchau
in Cologne

Sir Alex Trotman, chairman of
Ford Motor Corporation, yes-

terday announced a wide-rang-

ing reshuffle of top manage-
ment at the company's
European operations, after the

retirement of Mr Albert Cas-

pers, 63, as chairman of Ford-

Werke, the company's German
unit, and as chairman, of Ford
of Europe,
Mr Caspers will be replaced

at Ford-Werke by Mr William
Boddie, executive director of

the European vehicle centre in

Cologne. Mr Edward Hagen-
locker, president of Ford Auto-

motive Operations in the US,

will also be chairman of Ford
of Europe.
The retirement of Mr Cas-

pers, who took over as chair-

man of Ford-Werke three

years ago. has been widely
anticipated in the German
motor industry.

Sir Alex yesterday paid
warm tribute to Mr Caspers,

whom he called the driving
force behind the increase in

Ford's German market share

from from 98 per cent to 1U3
per cent in (he past year. After

his retirement Mr Caspers wiD
take over as supervisory board
chairman to ensure a smooth
management transition.
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pay-TV alliance forged last

March between BSkyB, Bertels-

mann, Canal Pins, the French
commercial television network,
and Havas, the French media
group.
There were recriminations

an round. One analyst familiar

with the negotiations yester-

day said working with Bertels-

mann was like “wading
through porridge. The group is

really heavy-going and bureau-
cratic. It is ambitious. But it

stiff does not know how to run
television.”

But then, Bertelsmann's
strength* were never in televi-

sion. Two years ago, it was
only with the financial backing

of Mr Murdoch that Vox, the

German group's bankrupt com-
mercial television channel was
saved. And it was CLT, not

Bertelsmann, which until
recently called the shots at

RTL, Germany’s most success-

ful commercial television net-

work owned jointly by Bertels-

mann and CLT.
Its strengths, instead, are in

book and music publishing and
book clubs. Together these
divisions account for nearly
two-thirds of total turnover at

the group, which last year
made net profits of more than

DM817m ($539m) on turnover
of DM20bn. But Mr Michael
Domemann, a Bertelsmann
board member responsible far

television, always bad his
sights on forming an interna-

tional television network,
despite the group’s poor record

in this medium. He was backed
by Mr Mark Wfissner, chair-

man of Bertelsmann.

As if these setbacks were not

enough. Bertelsmann had to
swallow its pride following
Kirch's announcement that it

would go ahead with the
launch of DFl in July, regard-

less of the fact that German
viewers could be faced with
two competing decoding
systems - if and when the

Bertelsmann-led consortium.
Multi-Media Betriebsgeseffs-

chaft (MMBG) launches its dig-

ital TV system this year. Kirch
was not prepared to wait for

the competition, believing it

h»H the edge on Bertelsmann.
“Yon need three important

ingredients for digital pay-TV,”
says Mr Tam Hall, media ana-

lyst at Deutsche Morgan Gren-

fell “These are programming-

rights for music and sports, a
good network and an efficient

encryption technology." Ana-
lysts believe Kirch’s DFl has
the structure in place.

The same cannot be said

about the MMBG consortium,
which includes Deutsche Tele-

kom, Germany's state-owned
telecommunications network.
ARD and ZDF. the state televi-

sion channels. Canal Plus and
others.

MMBG is supposed to pro-

vide a standardised technology
for the set-top box for decoding
signals that allows the viewer
access to pay-per-view services.

It has already ordered 100,000

decoders but its programming
is not yet ready. “I can assure

you, everything is going really

well,” said Mr Nikolaus
Formanik, spokesman for Ufe,

the television division of
Bertelsmann.

The reality tells a different

story. Bertelsmann has yet to
obtain the go-ahead from the
European Union's competition

authorities for the CLT-Ufa
merger.
That alliance, hastily put

together last April, would cre-

ate one of Europe's largest

broadcasting networks, giving
CLT-Ufa the chance to produce
more programmes and pur-
chase collectively.

But that alliance has put

Bertelsmann on a collision
course with Canal Plus, a part-

ner with Bertelsmann in the

MMBG consortium and in
Newco which, according to
Bertelsmann, will still

continue despite Mr Murdoch's
decision to pull BSkyB out

In essence, the CLT-Ufa alli-

ance, which will broadcast by
satellite and soon through digi-

tal-TV following the establish-

ment of CLTs new broadcast-

ing centre in Luxembourg
would be in direct competition
with Canal Plus, a partner in

MMBG and Newco.
Partners would also be at

loggerheads over film rights,

with CLT-Ufa buying films in

direct competition with Newco
and Premiere, Germany's only
(analogue) pay-TV jointly
owned by Bertelsmann, Canal
Plus and the Kirch group.
“Bertelsmann has got itself

into a situation where their

allies are competing against
each other one analyst says.

“It is bizaire because here is

a company which is known for

its conservatism and then sud-

denly it goes all over the place,

pitting friends against friends,

turning them into enemies. It

has a lot of bridges to rebuild.”
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J-BankersTrust

In a culture that prizes innovation, the biggest challenges become

the greatest opportunities. Philippine Long Distance Telephone

Company’s desire to bring state-of-the-art technological innovations

to its service area was met by a seemingly impassable obstacle: the

challenge of raising large scale capital in market conditions that had

turned skittish towards all developing nations. Together, we designed a first-of-its-kind

creative solution. Based on substantive knowledge of the industry, local and global insights

about the region, and the resources and credibility of our full-service worldwide network,

we structured the first ever Global Bond offering by a Philippine issuer, and the first

such registered with the SEC in the U.S. Then we worked collaborativelv with PLDT

ro effectively market this breakthrough offering. Based on this initial achievement, we

successfully marketed their two-tranche bond the following year. The ingenuity displayed

by both partners throughout this relationship so impressed the financial community that

we were awarded “Deal of the Year" by two publications: Corporate Finance, for two years

running, and Asiomonej. To discuss how we might work with you to think through

and design equally innovative solutions to your financial challenges, please contact us.

ABankersTrust
Architects ofUdue
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Isetan hangs on to heritage by a thread
A tiny stake is the only link left between the troubled Japanese retailer and its founding family

W hen, in 1984, Mr bers of the business commu-
Kuniyasu Kosuge nity to be too young to bead a

took the helm of Is&- prestigious retailer.W hen, in 1984, Mr
Kunlyasu Kosuge
took the helm of Isa-

tan, a Japanese high-street
retailer which his great grand-

father founded in 1886. be bad
grand designs to turn it into a

multi-faceted conglomerate.
“He was young and ambitious

and he wanted to do new
things," one company official

says.

However, his ambitions were
thwarted by the popping of the

economic "bubble” in the early

1990s, and in 1993 he was
moved from his post as presi-

dent to honorary chairman
after over-expansion left the
retailer with larges debts.

With Mr Kosuge's pet proj-

ect, a tie-up with Barney’s the

New York retailer, landing Ise-

tan in a highly-publicised legal

battle and forcing it into its

first net loss since 1961, he has
now volunteered to resign from
Isetan's board.

Until Mr Kosuge handed
over the presidency three years
ago, bis family had always
reigned over Isetan. Mr
Kosuge’s departure from the

board, which will be finalised

this month, will mean that a
0.43 per cent stake held by the
founding family will be all that

binds it with the company.
In a culture where business

leaders in their fifties are
thought to be immature. Mr
Kosuge, who was 38 when he
took over from his sick father,

was perceived by some mem-

bers of the business commu-
nity to be too young to bead a
prestigious retailer.

During the 1980s, Mr Kosuge
aggressively promoted the

retailer’s expansion overseas,

opening new stores in Taiwan.

Shanghai and London. The
company also flirted with
resort development, art dealing

and finance. But the end of the

bubble economy in 1990 hit the

retailer.

in 1992. sales fell for the first

time. Unable to cut costs and

facing rising interest pay-
ments, the company posted a
64.5 per cent fall in unconsoli-

dated recurring profits (before

tax and extraordinary items).

Mr Kosuge's inability to deal

with Shuwa, a stock and prop-

erty speculator which had been
accumulating Isetan 's shares
since the late 1980s and was
threatening to sell them to the

retailer's rivals, sealed his fate.

In 1933, as Shuwa was poised

to sell its stake to Ito-Yokado,

a national supermarket chain,

Mitsubishi Bank. Isetan's lead-

ing creditor, stepped in.

The bank was reported to

have arranged for Mitsubishi
group companies to buy the
Isetan stock from the specula-

tor, and sent In three of its

officials to help rebuild the

retailer’s business.

Mr Kosuge was replaced by
Mr Kazumasa Koshiba, a vet-

eran of 35 years' service at Ise-

tan, who specialised in sales

and administration «rvt had a

Knnjyasu Kosuge, left, was replaced as Lsetan's president by Kazumasa Koshiba in 1993

reputation as a tough negotia-

tor. By then, the company's
debts had swollen to YISQba
($i.lbn) due to the rapid
expansion.

But Mr Kosuge’s invest-

ments continued to haunt the

company. For the year ending

in March 1994, the retailer

posted a special deficit of

Y9.7bn for losses at Isetan

International Finance, an
Amsterdam-based finance com-
pany created by Mr Kosuge in

1988. Mr ; Kosuge had installed

Mr Nobuo Nakanishi, a col-

league from Mitsubishi Bank,

as president, but the compa-
ny’s fortunes on the currency

market turned sour, leading to

large losses.

After his appointment as
president In 1993, Mr Koshiba
began reviewing operations at

affiliates, including Isetan's

venture with Barney's. The
1989 agreement between Mr
Kosuge and the Pressman fam-

ily which owns Barney's was
part of Isetan's strategy to

became a sophisticated inter-

national retailer. Isetan had
funded Barney's expansion in

the US, but the US group had
become a liability.

In 1994, Mr Koshiba turned

down requests for money from
the New York retailer. Bar-

ney’s subsequently stopped
rent payments on its stores,

and earl; this year filed fbr

bankraptcy,

T he two retailers are
embroiled in a legal tus-

sle. with both sides

suing each other over the

agreement As a result, for the

year to last March. Isetan

incurred an unconsolidated net

loss of Y31.8bn, covering
Y3>L3bn in write-offs associated

with Y30.7bn of loan losses to

Barney’s.

In spite of last year's loss.

Isetan is in the final stage of
Mr Koshiba's three-year busi-

ness plan aimed at rebuildtag

around core operations while

curbing capital spending. The
retailer has dosed unprofitable

affiliates, including its stores

in Hong Kong and a Stziess

club in Tokyo.
Isetan hopes to achieve oper-

ating profit this year of YlObn.

a 13.6 par cent rise on the pre-

vious year. The retailer also

forecasts a 2EL3 per cent rise in

recurring earnings to Y9bn, on
a 4-3 per cent increase in sales

to Y432bn.
Isetan will need an the help

it can get since Takashimaya,
another high-street retailer, is

opening a new store in Shirt-

juku, the same neighbourhood

as Isetan's flagship store, later

this year.

Isetan’s Shinjuku store

accounts far 63 per cent of its

revenues and more than 90 per

cent of profits, according to

industry analysts. Takashi-
maya's aggressive expansion
plans have already hit Isetan

in the suburbs of Tokyo and in

Singapore.
Ironically, some earnings

support can be expected from
one of the legacies of the out-

going Mr Kosuge. Although
Isetan and Barney’s are battl-

ing in the US courts, sales and
profits at Barney’s Japan, of

which Isetan owes 80 per cent,

are posting sharp increases,
thanks to a return in demand
for luxury goods.

Emiko Terazono

Jardine in Philippines tie-up I Traffic growth boosts Air China
By Louise Lucas in Hong Kong

The Jardine group, whose
diverse companies are listed in

Singapore, Is continuing its

expansion in Asia through a

tie-up between Gammon Con-
struction. its Hong Kong-based
construction arm, and Ayala
Land, the Philippines’ property
developer.

Under the deal. Ayala and
Gammon Construction -

owned by Jardine Pacific, the

trading and retail arm of the
Jardine Matheson
conglomerate, and Trafalgar
House. the UK-based
conglomerate - will focus on
the design and construction of

high-rise buildings, civil

engineering and specialised

foundation works in the
Philippines.

The new Philippines joint

venture is to be called

Gammon Philippines.

The group says the move
reflects its confidence in the

Philippines, a country regarded
by many as one of the slowest

economies in Asia to take oft

Gammon Construction
employs a full-time staff of

2,000 and operates across Asia.

Mr Martin Hadaway, group
managing director of Gammon
Construction, said the move
underlined the group's
regional objectives “ultimately

to become predominantly
staffed and managed by locals

- a strategy we have employed
in all of our Aslan operations

(and] which has proven highly

successful”

The Jardine group is active

in the Philippines, again in
tandem with Ayala Land,
through a joint venture with

Hongkong Land, Jardine's

property development arm, to

develop strategic projects.

Elsewhere in the region.
Gammon has linked with part-

ners in Guangzhou, southern
China

,
to build what it expects

to be Asia's tallest building,

the Sky Central Plaza. It is also

working on a terminal building

at Hong Kong’s new airport

Jardine
|
has bad a chequered

history in Asia, inciting Bei-

jing’s wrath over its moves to

distance itself from Hong Kong
regulation, which culminated
in its de-listing in 1994.

In April. Jardine Strategic

Holdings, -the controlling com-
pany of the Jardine group,
bought a 20 per cent stake in
Tata Industries, the invest-

ment arm of India's Tata
group. That deal was valued at

about USS35m.

By Tony Walker in Beijing

Air China, China's national

carrier, was lifted by a sub-

stantial Increase in traffic last

year, and the airline predicted

that strong growth would
continue.

It recorded a 6 per cent
increase in pre-tax profits in

1995 to Yn466m ($56m) on turn-

over which jumped 22 per cent

to Ynl0.8bn.

Mr Yin Wenlong, president

of Air Chinn, attributed the

sharp increase in turnover to

the continuing strong build-up

of air traffic in China, but
profits were squeezed by
increased costs of fuel and
other charges, r .-- -

“The main reason for the

rapid increase in sales is

because demand for air traffic

grew rapidly and Is still

expanding," Mr Yin told an
aviation seminar.
Passenger and freight traffic

has been growing at 15-20 per

cent a year since the early

1990s, but a credit squeeze
imposed in August 1993 has
recently slowed growth.

Mr Yin forecast continued
strong growth both in numbers
of passengers and freight car-

ried. Air China's freight capac-

ity would continue to grow by
an average of 12.4 per cent in
the five years to 2000, he
predicted.

The airline planned to add 40
more aircraft by 2000 to its

Boeing-dominated fleet of 64

aircraft Mr Yin did not specify

type or make ot- aircraft,

although Air China recently
put in an order for three Air-

bus A34Qs.

Air China's order for the

A340s was quickly followed by
an agreement signed on a visit

to France by Mr Li Peng, Chi-

na’s premier, for 33 Airbuses at

a cost of $l-5bn - a deal which

in effect signalled an gpd to

Boeing's dominance in China.
But with strong growth in

traffic projected to continue
well into the next century,

China promises to provide a
large market for Boring. Air-

bus and McDonnell Douglas
well into next century.

Airbus predicts that China
will acquire 1,320 new aircraft

by 2014, at a cost of Jioohn.
chjna, meanwhile, says the

numbers of commercial jets in

service will grow to 640. by.
2000,'compared with 40(Ltoday~-i

Taking into account aircraft

that are to be retired, this will

require 300 new aircraft by the

turn ot the century.

NEWS DIGEST

CNAC sells 2.6%
stake in Cathay
China National Aviation Corpmation, the commercial arm of

China's aviation regulator, has sold a16 per cent stake in
~

Cathey Pacific Airways, the Hong Kang carrier.

BZW Asia, which arranged the deal for CNAC, said.the

proceeds from the sale of 90m shares in Cathay would be used

in part to finance the purchase by CNAC of a stake in Hong
Kong’s Dragonair. After the disposal, CNACholds some 53m
shares in Cathay Pacific, representing a stake of about t& pa
cent. Analysts said the move by CNAC bad triggered concerns

that it might set up its own rival airline in the territory in

competition with Cathay after the territory reverts to China

on July 1 1997. But CNAC has vowed to maintain the

remaining stake in Cathay Pacific as “a long-term

investment”.
The disposal came after CNAC became the biggest single

shareholder in Dragouair by acquiring a 35.88 per cent stake In

the regional carrier on June 10. On the same day, Swire

Pacific, its unit Cathay Pacific, and Cltic Pacific signed an
agreement on the placement of new Cathay Pacific shares.

The agreement increased Citic’s stake in Cathay to 25 per

cent from 10 per cent and diluted Swire Pacific's to 43.86 per

cent from 5163 per cent AFX-Asia, Bong Kong

Siam Cement predicts losses
Siam Cement, Thailand’s largest industrial conglomerate, 1

predicted that its steel unit, which accounts for abotft 13 per

cent of overall sales, was likely to post losses of between
Bt700m-Bt800m ($27.7m-$3l.6m) in 1996. However, the projected
losses would be an improvement over 195S, when fee steel unit

lost Btlbn. - -

The company said the losses would be concentrated In its

affiliate Siam Yamato Steel a structural steel producer, Siam
Yamato will lose about BtSOQm this year, against BtSXtoin
1995. In the first quarter of 1906, it lost Bt3QQm- >•*

.

Siam Cement said Siam Yamato's performance will pick up
due to a recent government decision to impose a surcharge on
the import duty on structural steel. This is seen as an interim

measure until the government begins calculating import

duties based ou price rather than weight White Sam'Yamato
is the only producer of H-beams and I-beams In the Country, it

had to reduce its projected 1996 output by about 18per cent to

450,000 tonnes due to surging imports from eastern Europe,

especially Poland and Russia, the company sakLDespite the

steel group's losses, Siam Cement is studying further

expansion into downstream steel products and production of

hot-rolled steel sheets for the automotive Industry. Those .

projects are still at least a year away from being approved.

Ted Bardada* Bangkok

Heinz buys Sydney food group
H.J. Heinz, the Pittsburgh-based food group, has agreed to
acquire South Country Foods, a privately-owned company
based near Sydney, for an undisclosed sunw Southern Country
is best-known as a producer of canned corned beet sold under

the Ox & Palm. Imperial and Hamper and Tom Pfptfhrand

names, ft has annual sales of around ASftbn (USJ555m) and
two-thirds of its production is exported. The acquisition was
described as a "strategic enhancement” to Heinz Australia's

existing product range. : NikkiIVb, Sydney

Moody's, the US-based ratings agency, said fthad assigned a
Aa3 rating to the senior unguaranteed long-trim obligations of

Australia’s Cmumonwealth Bank.
The bank is due to be fully privatised next month when the

federal government sells off its remaining 50.4 per cent
holding in the institution, and after about July. 22 the C
Australian government will no longenguaiihteei^Ada-- ^
non-deposit obligations. Moody's said that the bank's main
retail mix of business “in the aggregate generates respectable

profit margins".

REPUBLIC OF LATVIA ^
4th International Tender for the sale of

INDUSTRIAL ENTERPRISES
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AUTOMOTIVE INDUSTSV

(LV-902) VAS "Riga Cariage PJanf* (RVR)

Riga, LV 1096

(Berate rtitearsl50Qun3sl riesettaBcmpoOurAsl

crams [lOOuntsl [ISJImBonL VL}£878)

FILM IND'JSTFTT

(UM84J VU -Riga Italian Picture SuSa"

Riga. LV 1006

(Room terns(B-IOur&l short 8ms llOCunOs).

BmprocessihgflS-ZOnBon meters}. Bbnduttag

llZkntsl recording. j0.46rvSonL Viyi531

MECHANICAL ENGINEERING

(LV4G9J VU liepaja ttechaiteai &\gir*aert'6 PtenT

(leased out 1518 10/2000}
Uapaja, LV 3400

(UoMe radio stations. racSo care formStary, ammsii-
catfon equipment (0j}9m&onL VLl'420!

(LV-528) VAS “VEF Tool Pbstf

Riga. LV 1038

dgvicos, cutting and moasvementequtpPKril,

tOJSMSonL VLytSS!

(LV4S3Z) VAS "VEF REC
Riga, IV 1039

(Woalpitxesangiiiad)siBsl3SO.OOOuteslrm

statxfardhedmochankal devices (144.000untts(.

mechadcal elements for elnators (30.0000031

pX&raflfcW. VW851

(LV-577) VUriflrpa*

Daugavpto.LV 5400

(Machine repair works (BOOtar^, bearkrgpteies

f4eaOO»jnfls| puncting prodUcfe pOO.OOOunSsl

doing chucks (or hand ritesfiMOOutesl
FWMttonL VLyi63)

PAPEFi AND PRINTING

(LV471) VAS Ugahes Paper Factory*

UgaWB,lV<m0
(Paper rets endsheets [l&XXXXl printed metier

jlmSkmunOsj, I124rateai. VLJQ14)

(1V-523) VU Pofigrafeta*

Riga. LV 1010

(Hooks and brochures (18 tnSBonprinted sheets}, forms

[17m&on fjmtedshea&l labels (1 1 irdton printed

sheets pisanBonL VLyi57)

STEEL PRODUCTION

(LV-901) VAS Uapaja StesT

Uepaja.LV 3401

(Mart* Steel{500.0001 middrdng steel(000,0009.

wires [45.00011 naBs (iJiOOtJ. (29S9miSanL VL&532)

7EXT1LE ’.NDUSTn*

(LV-wejVU’Vtenjba’

Riga. IV 1011

pjdyprmam(slilils.UousBs)[W.00OanltsliiiBary

artehuttingu*tomB(20000Batel,(0.t3niBtKL VLJM4)

(LV-515
)
VU "Juglas ManutaMura*

{teased cut urtS 06/1998)

Riga, LV 1024

(CottonyamNo. Son [lOOtrmortii cottonyam
No- S0/S{1SBtfmatitl (mUmSaL VLyzX)

(LYS21)VU*Manf

Riga. IV 1011

(KntltBdgoods[290.000 tr&l [ 036ndtianL VLf/B&J

(L1M7Z) VU 'CBSvaf»8 Peef (teased ou! unit 060000)

Casreine.lV 4828

(Fra poet(00.000 $ peatbriquettes130,00011 agricvt-

turs/peatptWX) [ OJtottrt. VLjBO)

(LV476) VAS "Obtain Peat*

Oblne,LV2114

(Foepod [SO,OOO tj, peal briquettes[30.000$ agriod-

Uaalpeat(20,000 ft ( Q.91rtiSkrL VLjH91)

(UMS7) VAS liepaja Vegetable 08 FadaY
Liepaia.LV 3400

nggebttoofc (Surtiomts, soybeans.peantes.com-

nuts} ISOMoyl (O-ZMSonL VL/ffS)

(LV-491) VU Turists H^a*
Riga, IV 1058

[O-ISmBonL vL)/83)

(LV-502) VU Stete Aucffing Company Tnfofaudte
-

Riga, IV 1050

(AudtengafteaaxxitingssrvKas, [tU5trjSonL VLjn,

(LVS17) VU Sauriesi*

Setapfe, LV 2132

(Storteg atagriateualproducts(20,000(1

P2&monL VQ/52)

1LV-527) VAS *VEF AmaWetaf
Wga.LV 1039

[ai3mSSonL VLjMOi

(LV-534J VAS *VEF*

Riga, LV 1038

(Bwgysipp^maiaananoBfliirffflpafrwarics.

production ofpetite eqtipmard, technicalassist-

ance, otgawstion, [l.OimSbnL VLJ/224)

BELARUS

CLV46S) vu State Property d SWp Repair Pfcrt Tamara*
Uepaja.LV 3042

(QusyfBngthlJOOmatais, water depth lOmem, ZSry

docks (200melBrs,230meiBrs).rativBy connection,

warehouses)

Tender Conditions

tn atomemmod sraas iiMpeeiKl ttAa Joftta&A conpantos:

a} tMbtaeMomdyiiRt^coRecnr(BignMsVAatiteUsttnlw4gncddt)eblBnBMf9lt«ihBmid McsT|Mnfaibr
aw* Ndogot m miptoma In 9u ML 1M may ibbww a pat of* glung of •» caapany tor Mure puMc efiaring;

b) WfataritfMaaMWmqriMtapntEeduvUixtivLiMnM'tattbttiiraMtarfeicMapaieftmti'AMqiiaamtiarisNn
kmrtr tig amopfee Ho aam anadysrt eutkeovpwy;

d bidB!va8mwptaa(a4.cmtac*)nlWLtfi<feb*fc%«|uipnrteieje(mMavtef!i«tatei£«pantreirttfvVASffV!L

2- *nbgdaW(ttiflktipmen(hMaa)mmUi.Orlrihi*»bkUmiMba<XMiemafMbteunMlieatwtohaMmWnaMeatiaml*amrikm
totemkipwrtzatwaiwaiitahiaooMncareittopMailaiftiicaiiBkiiaiitMSMbyU’A.

3. S«iul^tfiitlidblMidUartocarsUeaanp<0iiisiMtorMtrninvci«aBW».tfMgnialmM,miplaicaWninvhmintpf(Mdlai
aamoM. to turn pfao Mated,mm pro «>d canplmam B» vhteBdan oanftna. U* ray nfraai* Wwanjtow

4. piiiiii Inin tPA.ljAh iff iwpgwM»»tiB aconcyawl ccnpMeiaaoilitalrtbflanai
Pro^w^Wdflets^ 1^ra^Hctaewitaau»i«t^taira«BU»Ato^a»areipt»*aia»b»3Bnl»M(iiart>«rtai»3to««t»
pniidsd W Bm MariilM nanaowM.

5. BikniflbenwangnMan«t»il«iMnasaaBdMinioi*iiwMii«i«i«nimal«MMnpiMl[f<MAi|wiMtoaWriM.
& Bttrtawt»w*ft**S»lLPA.3l K.VaWraagSsre^l^UhtLViac'.iiJlaBrtwZajp.fn (LaMnim).on AagHLi,19Mptai\MtaS

lW*^Beaii*fcaw^b6opirMllwiwdaM|.Pncflaiii(fcm lelwtteiTMab«i)Bw»ir^'cba^L«Ba.VUmia^rBw*ri’waoti»
(80) (tap alarm dotag «m.

Ud (Rn toffte nqdraa trf LPK or

& LPA«CdaddDaniteWi»Hnna^(9indeTiatorl»a0iaimBUtainari>egn^MtMi,
ft IlMpMBaanrtlMlridMawiaesMffMcaiMMaxoringBinicafeUiMabMi.
XPA (UMw Wnatatfiao Agtncy}. JSois topb. Gawm Dbaev

Oteet htai o/Im TinkraOei otIP* aw Hantaf ti*w#i Mtor »W» « P*- Wrta llnrt.

trar negato MrM «lWa partnd «m by IPA.

For further information (enterprise profile,

data on Latvia, visit authorization) please contact:
Privotizadios agenfOra K. VaMndra iefa 31

* S I Step, LV 1887
(UtviuB Privatization Aqeicyl Lutvfti

+371-2-328539

+371-7332082

Istrtuto Bancario San Paolo di Torino
S-p-A.

London Blanch

USS 150,000^)00
Roating Rate Depositary Receipts due 1997

In accordance witfi the Coodnons of tfie Receipts, notice is hefe-
bySMin that for the IntonasT Penod ftwi June 20. 1996 toDecem-
ber 20. 1996, die News will carry an Interest Rais of 5.96875%
oer annum.

The Coupon Amount payatrte on the relevant Interest Payment
Dale. December 20. 1996 will be USS 1.517.06 per Receipt re-
lating to e Depost of USS 50,000 _
•and USS 7.585 29 par Receipt ^ BaiI

relating to a Deposit KnstSethank
C4 USS 250.000. lumnboug

Appear in the Financial Times on Tuesdays,
Fridays and Saturdays.

For further information or to advertise

in this section please contact
Lesley Sumner on +44 0171 873 3308

COMWCNE BaNCATEE

FRF 800.000.000 FLOATING
RATE NOTES DUE 1997

(SIN CODE: XS00282S7315
Forthe period June IS, 1996 to
September 18, 1996 die new

rate has been (bead at
*,00781% PA

New payment date:
September 18, 1996

Coupon rut 24
Amount FRF 10131 for the
denomination of FRF 10000

FRF 1 013,09 (or the
denomination ofFRF TOO 000

THEWNQPAL PAYINGAGENT
soaere generale bank&trust

LUXEMBOURG

CREDIT LYONNAIS
USD 500,000,000.-

FRNmdated
BoodhaUers arm hereby

hfaniied! tfac the rate las test

Coupon H- 20 has beta Breed
at 6MS %, for dre period
sooting ea 19M.1996 mom

IS.09.im, iixtate
{npRsendng a period of

9Zdnn).

The co^MKi wQ be peyaHe on
1 9.09.

1

996 » i prk* of

USD 169.31

The Priadpai Payteg As«k

CREDIT LYONNAIS
LUXEMBOURG SJX.

£150.000,000

Guaranteed Floating Rate

Notes due 1998

The notes will bear interest at

5.97656% perannum fawn 17
June 1996 to itSeptember
1996.

interest payable on 17
September 1996 willamount to

MS023 per 510,000 noteand
91.502.30pet5100,000 note.

Agent Morgan Guaranty
Trust Company

JPMorgan

+371-7243092

+371-7830363

S0C1ETE GENERALE
FRF 150,000,000

9.36* BONDS DUE 2096

rift automatic ewpoa
retovesttaeat

Coflunoa Code : 3255646

51coyam Code : 14489

Aceottflng to the terms and

conditions ot the Bonds, notice

is hereby given ttw 4016 sup-

plementary Bonds have been

created upon exchange against

Coupons onaDcowlotpajment
of Interest

Me* total rxwri amount

outstanding as of ; 28/06/96

:

FRF 234 620OuO

Ike Prindpal PtefiagAS**
SOCS3EGEMSA1E

BANK ftfflUSKDXHBOOm
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80% of the worlds

population is waiting

for a phone
(Guess who’s already engaged on the solution in over 50 countries)

i.i i . _ — A nprwo rks linking Internationa

The telecommunications revolution is trans-

forming life around the world.

It’s breaking down barriers, opening

up new markets and opportunities, making

existing organisations more efficient, an

lmproving the quality of life for mdhons.

Small wonder that everywhere you go

today, a telephone is one of the most essenti

tools - or coveted possessions - there is.

China alone is installing new lines at the

tate of 17 million a year. In two years’ time,

Asia-Pacific will be the world’s largest mobile

market. And around the world every day

services are improving, new products are

being developed and technical advances are

^'"wer the telecommunications industry

is changing fastest, you’re likely to find

Cable & Wireless at the heart of it - applying

its unique brand of technological expertise and

its unrivalled experience of working in

partnership with governments, businesses an

customers.

We operate mobile networks in 30 countries

(more than any other company), and have

businesses in over 50.

In the USA, we’re a leader in focusing

exclusively on business communications; in

Hong Kong, we manage one of the world’s most

advanced systems; in Europe, we’re partnering

VEBA to build new businesses in the EU, as well

as already operating in Sweden, France, Italy,

Spain and Ireland.

We own one of the major cable and radio

networks linking international business

centres; we helped launch Asia’s first privately-

financed telecomms satellite, with a footprint

covering half the world’s population.

And we’re currently helping to lay FLAG

(Fibre-Optic Link Around the Globe) system.

In fact, if four out of every five people are

without a telephone today, nobody’s better-

qualified than Cable & Wireless to turn that

problem into an opportunity.

CABLE & WIRELESS
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TCI in move to

spin off satellite

broadcasting side

Calpers to revitalise its property portfolio

By Christopher Partes
in Los Angeles

Ttele-Commumcatians Inc, the

aggressive US cable television

and entertainment group, is to

spin off its satellite broadcast-

ing and programming interests

into a separate, independent
company.
The move, expected to be

completed in the fourth quar-
ter, is in keeping with TCTs
long-term strategy of adding
shareholder value by investing

surpluses in new ventures,
then paying “dividends*’ in the
form of shares when the busi-

nesses are floated off.

Results of the spinoff will be
closely watched by Hughes
Electronics, market leader in
direct broadcast by satellite

services (UBS), which is under-
stood to be contemplating a
spin-off of its DirecTV busi-

ness.

Assets involved in the latest

manoeuvre include a stake of
almost 21 per cent In Primestar
Partners, the longest estab-
lished medium-power satellite

broadcasting business in the
US with 1.25m customers.
The balance is owned by four

other leading US cable TV
companies and General Elec-
tric, which provides much of
the dish and set-top hardware.
The Primestar stake will be

bundled together with a pro-

gramming distributor which
serves 570,000 of Primestar cli-

ents, and Tempo Satellite,

which holds stakes in high-

power satellite services.

No estimates of die value of

the proposed deal were avail-

able yesterday, although DBS
is rated as the fastest-growing

home entertainment business

in the US.
News Corporation and MCI,

a leading long-distance tele-

phone carrier, joined forces

earlier this year to enter the
market with a record 5683m
bid for the last available
licence to beam programming
across the whole US. The part-

ners, currently looking for a
SlOOm land-base, expect to
invest a further $lbn in the
mflriiimt term.

While part of the attraction

is the entertainment market,
they also have ambitious plans
for business purposes such as
video-conferencing and medi-
cal consultations via satellite.

Other players include USSB
and Ecbastar, which launched
p^riior thin year and immedi-
ately joined a price-war.

Although the US is heavily

cabled in urban areas, opera-

tors see big opportunities in
rural regions where laying
cable is not economic and land-

based broadcast stations
cannot reach. They also see big

opportunities in Latin
America.
In the saturated US TV mar-

ket, operators boast their
capacity to simply up to 300
fjhnnnftls with digital quality
images and sound gives them
the technological edge over
cable.

By Christopher Palms

The California Public Employees
Retirement System has ordered a
shake-out of its . underperforming
property portfolio in an attempt to

boost assets, which recently exceeded
SlOObn for the first time.

The milestone in the growth of the
pension fund was passed on May 14,

Calpers said Sallowing a board meet-
ing this week.
The board also authorised its new

real estate investment head to take

action to improve returns from its

$S.7bn-worth of property holdings.
The task, which may lead to the

dismissal of some of the hind's dozen
external advisers, will be undertaken
by Mr David Gilbert formerly with
investment bankers JJ. Morgan.,who
joined Calpers in May.
The external advisers were .critic-

ised in a recent independent review
of the property portfolio, which
pointed to an average annual
return on investment of 7.4 per cent,

with returns from one consultancy

down af&2 per cent
The reviewers proposed keeping the

best performers, patting others on
probation, and dismissing those, with
the worst record. After a political row,
tire fund board decided to leave a final

review and action to the incoming
executive, Mr Gilbert. .

The fund, which provides pension
and healthcare benefits to more than
lm farmer and current public employ-
ees, made a handsome return of more
than 20 per cent in the year to end-
Marcb, marking a wmibTiw^ from the

S pa* cent recorded in 1994-95.

Officials attributed the swing to a

policy switch initiated at the end of

1994, which called for a three-year

shift of the bulk of tbe fund’s assets

into higher-yielding equity markets.

The return on equity holdings in

the first year of this new policy was
almost 27 per cenL

Calpers’ property portfolio was hit

hard by the Californian real estate

collapse of the late-1580s and early

1990s. which was prompted by the

combined effects of recession and the

ending of the cold war. which cost

hundreds of thousands of defence

industry jobs,
'•

•

Values have stopped falling, but

there is little life in the commercial

property market ^ w
Despite this setback, the fund has

prospered in the past decade, during

which, net assets have risen from

$37.7bn. More than 80 per cent of the

assets come from investments, with

11 per coming from .employees

and toe balance from public sector

employers.

Oracle claims lead

in ‘groupware’ field
By Louise Kehoe
in San FYandaco

Oracle, the US database
software group, will today
unveil “groupware" software
that enables users to work
together over the Internet and
intranets, a move that is expec-
ted to spark a marketing battle

among leading software
companies.
Groupware allows groups of

users to receive and access
messages, documents and files.

Netscape Communications,
Microsoft, IBM and Grade are

all jostling far position in
Emerging field, in which com-
panies base their fritBrnai net-

works on the the Internet

Mr Larry Ellison, Oracle
chairman, e.ininm to have
established a lead by launching
Interoffice in advance of com-
petitors. Netscape Communica-
tions, for eratuple is planning
to launch its groupware tech-

nology as a version of its popu-

lar browser software at the end
of this year.

Similarly, Microsoft is

several months away from
offering groupware for

intranets. Yesterday IBM was
also set to announce its

strategy for revamping its

proprietary Lotus Notes
groupware products to make
them compatible with Internet

standards.

Oracle, however, aims to out-

run its competitors by ottering

a combination of groupware
that caq wm nn PCs or net-

work computers and its “Uni-

versal Server" multimedia
database software.

Several large customers are
already testing a pre-release

version of Interoffice, Oracle

said. An important feature of

the Oracle approach is “scala-

bility", the company claimed.

The software can be used by
small groups of office workers
finked on a local area network,
or by tens of thousands of peo-

!
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Good news for shareholders.

We have continued to grow in 1995 and

have achieved a good financial result

In figures: net income for the year increased

by 45. 9%, the pre-tax profit rose by 31. 7%.

The pre-tax return on sales increased from

5.9 to 7.5%.

The good news for our shareholders is:

We are raising the dividend from DM 15 to

DM 16, and earnings per share are DM 40

(DVFA/5G). Since the number of dwres had

increased by 20%, the comparable profit

was 29. 7% higher.

«,•••. -v a*, >*' r;

.

Usds Group In figure*

(in OM ffitSfartfunfes m£aeedQthemM

1995 1994

Sales 8284 7968

Orders received 859

2

8049

Orders In hand 6050 5 770

Capital expenditure £03 835

Workforce

at year end 30 068 29618

Equity capital

as So of balance-sheet totaf

4026

53

3063

48

Profit on

ordinary activities 620 471

Net income for the year 359 246

Cashflow 891 794

Dividend (in DM] 16 IS

3M board gives assent for

Imation to go its own way

Larry ElHson: launrit *pnfo

Oracle ahead of competitors*

pie working at remote sites.

Sales of Internet intra-

net software are expected to

grow rapidly over the next few
years from 1995 sales of about
$900m to about $5.1bn in
annual sales by the end of the
decade, according to analysts

at Morgan Stanley.

By Richard Waters
Irt New York

Imation, the latest big
corporate spin-off in toe US, is.

set to begin life as an indepen-
dent company nest month
amid restructuring efforts to
reverse a recent slide into loss.

The data storage and imag-
ing company’s ties to its par-

ent, Minnesota Mining ami
Manufacturing (3M), were offi-

cially- cut yesterday as 3M
announced its board had
approved the separation, which
was unveiled last November.
The news came as two other,

better-known spin-offs in tech-

nology industries took steps to
position themselves better as
stand-alone companies.
Lucent, toe equipment arm

of AT&T that became an inde-

pendent onmpany thic Spring,

is to sell its Paradyne subsid-

iary for EL75rn. The company,
which has annual. sales of
$275m, makes network access

products for multimedia com-
munications devices. Lucent
said the sale would allow it to

focus on its core businesses.

Meanwhile, Electronic Data

Systems, spun off from General

Motors earlier this month, said

late on Tuesday it would take

an $S50m restructuring charge

in fhe second quarter, 5100m
more »han indicated earlier.

•The charge results from an
early retirement programme
and other moves announced in

April.

Of the three companies, Ima-

tion faces the biggest challenge

in establishing itself as a

stand-alone company.

.

The company, formed out of

a group of disparate businesses

within 3M, has been beset by
lower margins in some mar-
kets, such as the production of

computer diskettes and devel-

opment costs for new products.

According to pro-foma fig-

ures. revenues have remained
little changed at about &3bn
in each of the past three years
- a level that would have put

.
the company just outside the

Fortune 500 fisting of big US
companies last year. An oper-

ating profit of H41m in 1993

had turned into an operating

loss of 5149m by last year (the

latest figure included restruct-

uring charges of $lUm)<
The company said it bad

already moved to cut staff

numbers by about 25 per cent,

or 3:000 people, to just under
10,000, arid that it planned to

streamline toe diverse busi-

nesses by combining
operations. The moves include

reducing the number of facto-

ries it maintains and halving

its research, laboratories to

seven.

These steps wifi enable the

company to return to profit

with operating margins of 2-4

per cent, said Ms Jill BurchiH,
chief financial officer, though
she warned that - farther

restructuring charges were
likely in the next two quartos.
Imation hopes, over tbe next

two years, to lift operating

margins into the 8-10 per cent

range. Among the
.
biggest

determinants of company’s
success will be toe acceptance

of a new computer diskette,

known as the LS-120, which
hnlrig i2fr wmgahyiflB of infor-

mation (today's diskettes hold
1.44 megabytes).

FASB draft

face a frosty

W hen the Financial CkiohatHOT
Accounting Stan-
dards Board, . the S’OOObn

draft standards

W hen the Financial
Accounting Stan-
dards Board,, the

group that sets standards for

the US accounting industry,
releases its draft standards for

derivatives accounting today,

ft. will fece a barrage of criti-

cism.

Despite the four-year -gesta-

tion. the financial community
is already complaining that the
draft proposals have been
rushed through under pressure

from the Securities and
Exchange Commission, and
will create an accounting
framework that could discour-

age the use of derivatives to
hedge even the most conven-
tional financial risks.

The FASB. to its credit, has
heeded regulatory directives to

get derivatives exposure out of
the footnotes and on to toe bal-

ance sheet It lias also decided
that all derivatives must be
marked to market - in keeping
with toe FASB’s controversial

view that all financial instru-

ments should eventually be
accounted for at fair market
value.

Financial accountants say
the proposed changes require
close reading. The deals that
qualify for hedge accounting -

which allows a derivatives
gain or loss to be taken in the
same period as the gain or loss

on the underlying instrument
- are much more narrowly
defined: for example, the matu-
rity of a derivative hedge must
match the maturity of the
underlying instrument
That change might discour-

age the use of a relatively com-
mon hedge involving continu-
ous rollover of three-month
futures positions, since each
contract would have to be
booked on toe income state-
ment as it matures, while
gains or losses on the underly-
ing instrument would not be
booked until later periods. Cor-
porate treasurers say this wifi

lead to increased volatility in
quarterly income statements.
Although toe FASB propos-

als are intended to provide
investors with better informa-
tion about corporate perfor-
mance, accountants say the
mismatch between reporting

STMD'bh •

SOther OTacMJmrfos
Currency forwards 9
interest rata options

Interest rate swaps -

•
;ao^e

Somes: 'Taapj Montoyaafimateg ! .

periods of gains or lasses on
derivatives used as a hedge
and an the underlying instru-

ment will generate confusion.

“The accounting does not
reflect the economics of the
transactions.'’ one derivatives

trader complains. “There are
other ways to increase balance
sheet transparency without
causing greater income state-

ment or equity volatility."

Swaps dealers, for example,
are concerned that fixed and
floating rate obligations will
get different accounting treat-

ments, with such potentially
jarring consequences to the
bottom line that end users wifi,

shy away from what have
become very standard interest
rate hedges.

S
imilarly, the FASB direc-
tives will deny hedge
accounting treatment for

written options, or for a combi-
nation of options if they result
in net premium income for the
issuing company. This could
halt a common practice of issu-
ing warrants with embedded
options, accountants say.
Even agricultural derivatives

will be affected. A termer

Y'wflnd&cjft,

would not be able to receive

hedge accounting treatment on
futures sold to lock in a price

for crops in the field. The
resulting income statement
distress would probably worry
his lender, even though toe .

sale of futures limit* bis expo-

sure to grain price volatility.
-

The FASB has relented on
one important area for Sarfto-

rate end users and will grant

hedge accounting, under some
circumstances, to corporations
that use forward rate agree-

ments to hedge anticipated
currency transactions. This
will make life easier for forefen

exchange managers, who cur-

rently must use purchased
options to qualify for hedge
accounting.

But the financial inconsis-

tencies are so great, deriva-

tives executives say, that there

is bound to be long and
detailed discussion before toe

exposure draft becomes stan-

dard practice. The FASB is

expected to seek public com-
ment on its draft until October

11, and then plans public bear-

ings in November.

Laurie Morse

“Shareholder value* is an important con-

cept to us. In 1995 the market value of our

company reached a new all-time high.

We have big plans for the future.

For further information please call:

Linde AG, Public Relations Department

Telephone: +49-611-77 0317

Telefax: +49-611-7706 90
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Hyder to cut 900 jobs in reorganisation

CoknBw
Aggressive cost controDing: Graham Hawker (left) and Paul Twamley. finance director

vioualy belonging to Swalec,

By Jane Martinson

Hyder, the multi-utility formed
through Welsh Water's £893m
takeover of Swalec, is to cut
900 jobs in a reorganisation set

to save ElOOxn a year in costs
by the end of the century.
The projected savings were

the first given by the company
since the merger was effected
in January. Shares rose 5p to
723p yesterday as the company
announced details of the cuts
along with pre-tax profits after
restructuring costs of £ii&9m.
Most of the job cuts - 570 -

result from the merger and
will fall heaviest on clerical
and administrative staff in the
division providing services for
both the water and power utili-

ties. In total 10 per cent of
Hyder’s 9,000-strung workforce
will be axed.

Hydes’ said the merger would
lead to savings of £4Sm a year
by the year 2000, with £14m
coming from tax and interest
savings and £32m from labour
and head office reductions.

A further £54m would come
from efficiency measures and
cost reduction programmes at
the core utility businesses. The

company acknowledged these
savings could have been
achieved without the takeover.

Swalec had announced a £45m
cost reductions programme
before the takeover.

Mr Graham Hawker, Hyder
chief executive, said that while
£46m was due to the merger
the group was still “being
aggressive on controlling
costs".

Uncertainties over merger
savings have helped depress
the share prices of both Hyder
and United Utilities, the UK's
first multi-utility formed
through the takeover of Nor-
web by North West Water,
since their respective mergers.
In the year to March 81, the

£112.9m pre-tax profits com-
pared with £120.4m the year
before, but were dented by a
£55m restructuring charge
chiefly to pay far the redun-
dancies.

. The figures wore attacked by
Mr Frank Dobson, shadow
environment spokesman, as
“scandalously high". He added
that they “reinforced Labour's
case for a windfall levy” on the
privatised utilities.

Most of the job cuts, which

the group hopes are voluntary,
win come from Hyder Services,

created from common services

such as accounts and informa-

tion technology. The division's

1,700 payroll is to be cut by 460.

Another 50 jobs win come from

headquarters while a further

70 remain “unallocated”. The
remaining job cuts are to come
from the core utility groups.

The group announced that it

was moving to divest itself of
certain non-core activities pre-

The group is m talks with
International CableTel, the US
group, over the future of its 40

per cent stake worth about
£50m in CableTel South Wales,
a local franchise company.

Rutland to take control

of Gape via complex deal

Charter puts £500m
buy in its sights

By David BlackweS

Rutland Trust yesterday
announced a complex deal that

will give it effective control of

Cape, the maker of fire preven-
tive materials.

The group, which specialises

in realising value from compa-
nies in difficult situations, will

acquire 25 per cent of Cape,
with an option to increase the
stake to 29.5 per cent - just

short of the level triggering a
bid for the rest

Cape has a history of asbes-

tos manufacture which is still

attracting claims for damage to

.

health, although it stopped
making the material in 1968. In

the last three years it has
made steady pre-tax profits of

about £i2m ($i8.4m), on sales

Of £240bl
Rutland is acquiring its £20m

stake at 13(4) a share in a spe-

cial arrangement with Charter,

the engineering group that

owns 65 per cent of the shares.

Cape shares closed up lp at

I66p yesterday.

Charter was unable to exer-

cise full control because that

would have opened it up to

asbestowelated claims in the

US. At present Cape is settling

claims of about £2m a year in

the UK, but is able to ignore

US claims because UK law pre-

vents US judgments from being

brought here.

Rutland is raising £24m net

of expenses through a placing

and open offer, via UBS, of

49.6m shares at 50p a share.

The remaining 45 per cent of

Gape owned by Charter will be

planed with institutional share-

holders In a book-building

exercise by Klelnwort
Benson.

Mr Michael Langdon, chief

executive, and otter Rutland

executives wifi be seconded to

Cape to reorganise the group.

Mr Langdon, who has struc-

tured the deal to keep US
claims away from Rutland,

believes there is great potential

for Cape's calmum-sDicate, or

sand based fire preventative

materials to be exported to

continental Europe and the Far

East
The other half of Cape's busi-

ness, which provides services

such as insulation and asbes-

tos removal, will be rational-

ised, with lossmaking busi-

nesses in Germany and France
sold off.

Some of the value extracted

will be re-invested in Thames-
port, the deep water container

port cm the Isle of Grain which
Rutland acquired last October.

The port needs investment of

£15m to take it from capacity

of just over 270.000 containers

to 400,000 containers.

Mr Langdon said the con-

tainer business was growing
much faster than expected.

Next month Lykes of the US is

transferring its 25,000 contain-

ers a year from Felixstowe to

Tbamesport.

By Tim Burt

Charter, the industrial
engineering group, yesterday
said it could spend up to

£500m (5765m) an an acquisi-

tion following its withdrawal

yesterday from the building
materials industry.

The company, which has
announced plans to sell its 65
per cent stake in Cape, said

the disposal proceeds would
strengthen its balance sheet
ahead of a "significant deal”.

The disposal, involving the

sale of 25 per cent of Cape to

Rutland Trust and the placing

of the remainder
,

is expected

to net at least £4<L5m for Char-

ter.

Mr Jeffrey Herbert, chair-

man, said it would wipe oat

the group's year end borrow-
ings of £40m, although a £S0m
goodwill writeoff meant Char-

tea- would not make a profit on
the disposal. “This dears the

decks and we could now con-

template a deal of between

£300m and ESOOm," he said.

Charter has been seeking a
sizeable acquisition for some
time to offset its dependence
on Esab, the Scandinavian
welding products business
acquired for £445m in 1994.

Mr Herbert said the com-
pany wanted to acquire an
industrial manufacturer, pos-

sibly in a sector serving the
construction industry.

He refused to elaborate, but
hinted that the target might
be based in continental Europe
rather than the UK.
Although analysts broadly

welcomed Charter’s with-

drawal from the low margin
building materials sector,

some questioned the 130p per

share price agreed with Rut-

land Trust
However. Mr Herbert said he

was satisfied with the pricing,

adding that Charter believed

yesterday’s part sale and plac-

ing was preferential to a
trade sale or possible buy-
out

Automated
Security

accepts

ADT bid
By Geoff Dyer

Two former stock market stars

which have fallen from grace

joined forces yesterday when
Automated Security (Hold-
ings), the electronic security

company, accepted a £250m
($3$i5m) bid from Bermuda-
based rival, ADT.
The sale follows a two year

effort by heavily-indebted ASH
to shore up its precarious bal-

ance sheet, which left the

group faring gearing of over
500 per cent
ADT, which is listed in Lon-

don and New York and which
also has a US car auction busi-

ness, said that the acquisition

made it the market leader tor

electronic security In the UK
and in southern California.

In November, ADT raised
$340m from the sale of its

European car auction side to

invest in its electronic security
division It said it hoped to

achieve substantial cost
savings from integrating ASH.
ADT's paper offer values

ASH’S equity, which includes

two classes of preference
shares, at £84J3m. In addition,

ADT will take on £165m of
debt. The bid means that ADT
is paying 39-3p tor each ordi-

nary ASH share, a 27 per cent

premium to Tuesday night’s
closing price of 31p.

Shares in ADT fen 23p to

H95p yesterday, while ASH
shares rose 8p to 39p.

ASH grew rapidly through
acquisitions in the 1980s. how-
ever weighed down by debts,

its financial performance in

the past five years has been
erratic and in the year to
November 30 it recorded a pre-

tax loss of £7.4m (£LL8m).

The ordinary shares, which
were valued at nearly £240m
five years ago, are worth £4Tm
under ADT’s bid.

Having received a two-year

breathing space from its bank-

ers at the end of last year, the

group ted been examining a
number of options, including

raising new equity, selling its

US operations and encouraging

a bid far the whole group.

The deal needs 75 per cent

approval from shareholders in

each class, and is not expected

to be completed until Septem-
ber.

NEWS DIGEST

Securicor in

three-way link
Securicor, the security, telecoms and distribution group,
yesterday confirmed the merger of its radio communications
hnsriness with Intek Diversified Corporation of the US.
Another US group. Midland International Corporation, is

also merging into Intek as part of the three-way deal which
gives the combined business a potential value of $320m
(£209.1X0).

The UK group is taking a 67 per cent stake in the enlarged
lhtek Group, which will issue 28.5m new shares as part of the

deal Midland will own some 6 per cent

The three companies will combine to exploit the expanding
US market in radio telephony. It is typically used by the

emergency services, public utilities and other fleet-based

users, and currently has about 14m subscribers. Securicor
estimates the market is worth $5bn a year.

Intek, which is quoted on the Nasdaq market, is one of three

companies developing a national radio telephony network and
already has 90 per cent coverage. It lost $2im last year. Mr Ed
Hough, chief executive of Securicor Communications and a

main board director, said: “With a business of Intek’s poten-

tial, we would be surmised if it was not generating significant

revenues within five years," Chrisfopfier Price

Australasian sale by MDIS
McDonnell Information Systems, the computer services group
now under new management, has agreed to sell its Australian
and New Zealand subsidiaries to Continuum Australia for

A$14m (£7m) in cash.

Under the terms of the deal, which is subject to regulatory1

and shareholder approval, SUitm of the purchase price is

payable upon completion with the balance over the following

two years.

MDIS will continue to distribute its Chess and ProTV prod-

ucts in Australasia and will have distribution rights for the

Healthcare 2000 product currently under development in Aus-
tralia.

The two Antipodean subsidiaries, which focus mainly on the

healthcare, local government and financial sectors, posted

operating profits of £500,000 on turnover of £20m last year. In

April, MDIS reported 1995 pre-tax losses of £39.4m, including

exceptional charges of £23.2m.

Progress in gold for Kenmare
Kenmare Resources, an Irish mining concern, yesterday
reported its final results for 1995 and announced "substantial

progress” on its two gold licences at Niassa. Mozambique. Test

drilling infers 200,000 ounces.

The company also announced that further ilmenite
|

resources had been discovered at its Congolone licence, also in
!

Mozambique, making it one of the world's most valuable

undeveloped titanium resources.

The graphite facility at Ancuabe, Mozambique, started com-
mercial production last July, although this was below
break-even point and contributed to the loss for the year to

December 31 of I£676.Q07 (£697,000), against a loss of 1£42.317

for the previous eight-month period. Turnover was IE662.000.

The loss per share was &59p (0.06p loss).

Eurodis makes Italian buy
Eurodis Electron, the pan European distributor of electronic

components, has acquired 70 per cent of Mecom, an Italian

private electronic component distributor, for £&8m. It has an
option to buy the remaining 30 per cent
On sales of L47hn (£2Gm), Mecom made pre-tax profits of

IASbn in 1995, and at the year end had net assets of L6hn.

Railtrack edges forward to £190]
By Chariaa Batchelor,

Transport Correspondent

Railtrack, the company which
has taken over British Rail's

track, signalling and stations,

yesterday announced pre-tax

profits of 090m ($29G.7m) in

199596 in its first set of results

since privatisation.

Coming less than a month

after the company obtained a

stock market listing, these

results were in line with the

forecast contained in the com-

pany's prospectus.

Pre-tax profits inched up

RESULTS

from £189m to £190m in the

year to March 31 on turnover

also marginally higher at

ESLSbn (£2.27bn). Operating
profit showed the expected
decline to £296m from £305m-

The company confirmed it

intended to pay a final divi-

dend of 13.75P per share.

Mr Robert Horton, chairman,

described the results at “satis-

factory in a year of transitional

change and innovation”. They
would provide a sound founda-

tion for creating “a modern,
safe, reliable and efficient rail-

way system fit for the 2lst cen-

tury”. But he also warned that

it was fundamental to the
transformation of the railway

industry that Railtrack devel-

oped “a culture which was
more focused and more respon-

sive to customer needs through
fresh thinking”.

The company, whose privati-

sation was fiercely resisted by
the opposition parties, has
spent the past year implement-

ing performance regimes to

measure the punctuality and
reliability of the railway net-

work. It has also begun pro*

grammes to catch, up with the

backlog of investment and
to exploit its property port-

folia

Plans have been drawn up to

spend about £lbn a year over

the next 10 years including the
cross-London project, Thames-
link 2000, and upgrading the

west coast main line between

London, Birmingham, Man-
chester and Glasgow.

A range of smaller schemes
involving the renewal of track,

signalling and power systems,

and the repair of bridges,

depots and stations, are also

planned.
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SIG pic The Park Lane Hotel pic

£70 million £45 million

Acquisitions of WKT Group Recommended offers from
and a substantia] interest in Sberaton (UK) Limited

Golinsld Group

Advised by Advised by

HSBC Samuel Montagu HSBC Samuel Montagu

Fyffes p)c and Taunton Cider pic

Windward Islands
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Acquisition of the Recommended offer from

Banana Business of Matthew Clark pic
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Advised by Advised by
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Advised by Advised by
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>

HSBC Samuel Montagu
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TECHNOLOGY

Worth Watching Vanessa Houlder

Enzyme clue to
cellular suicide
CeQs are programmed to

self-destruct as part of the body’s

normal process of renewal and
repair. But sometimes this

mechanism goes wrong, causing
the destruction of healthy cells

and triggering auto-immune
diseases such as Juvenile diabetes

and multiple sclerosis.

Researchers at the Weizmaun
Institute in Israel have opened
the way to a better understanding
of this mechanism by discovering
an enzyme responsible for

cellular suicide.

Hie enzyme, MACH, destroys
the cell by breaking op certain

proteins in it and disrupting its

normal functions. The enzyme is

sparred into action through the

action of three receptor molecules
on the cell's surface.

The scientists believe it may be
possible to block abnormal
signals selectively, while allowing
normal cellular suicide. The
findings, which were reported in
the scientific journal Cell, could
also shed light on the growth of
cancerous tumours, in which
faulty cellular suicide

mechanisms are sometimes
implicated.

Wetzmarm Institute.: Israel, tel

97283343852:fax 97283344104.

Double-up on
video-conferencing

One of the main components of a
video-conferencing system is the
codec (coder-decoder), which
convets video pictures, sound
and control information into a
compressed digital form for

transmission.

Origin, part of Philips, has
developed a technology that can
double the performance of video

codecs. It has increased the
codecs' efficiency by designing a
video content analysis processor

that examines images for

movement to determine the most
critical parts of the picture.

Systems using the analysis

processor can carry

video-conferences over ordinary

telephone lines at a rate of 24
kbit/s.

Origin: UK, tel (0)1233 423355;fax
(0)1223 420724.

Left brain’s

language skills

Scientists have long known that
people with damage to the left

side of the brain have particular

difficulties with language, but the
reasons remain controversial. Is

the left side responsible for

processing linguistic information,

or is it Just good at general

sensory and motor skills, such as
the ability to follow a rapid fire of

words or to make complex month
movements?
Evidence supporting the idea

that the left side of the brain is

specifically responsible for

language has been provided by
scientists studying deaf people
who use sign languages that
depend on sensory and motor
skills that are very different from
those required for speech.

Researchers at the Salk
Institute far Biological Studies at

La Jolla In California studied sign
language users suffering from
brain damage, according to a
report in Nature. They found that

those with damage to their

left-brains had greater difficulties

with language, suggesting the

left-hemisphere dominance of

language cannot be reduced to

general sensory or motor
processes.

The Salk Institutefor Biological

Studies: OS, tel 6194534100;fax
6134527052

Access to records
for doctors on call

A pilot scheme has been set up in

the OK that allows doctors to

access their patients’ medical
data when away from the surgery,
ndwg palm-top computers and
mobile phones.
Eleven practices have pooled

their out-of-hours service and
linked their computers. A doctor

out on call can obtain access to

the medical records of any of the
practices’ 10,000 patients, using
mobile phones connected to a
Psion palm-top computer linked

to the network. The scheme uses
technology from LK Global
Healthcare, Astec
rnmimmlratinns and Vodapfaone.
Astec Group: UK. tel (0)1242

222244;fax (0)1242 222277.

When a prime minister
became alarmed over the

number of unauthorised
press leaks coming from his office,

he decided to take drastic action. He
had all the heme, office and mobile
phone numbers of political journal-

ists entered on a computer program
that kept a record of all outgoing
and incoming calls. Within days of

the system being installed, the
number of fcnks became less than a
trickle.

This is one example of bow tele-

phone information management
systems (Tims) are being used
today. Also known as call manage-
ment or call logging systems, they
use computer software to create
sophisticated phone databases
which can reveal much about tele-

phone usage. Tims are not only
used to reduce leaks, but also to
combat phone fraud, improve effi-

ciency and help organisations to get

the best from their telecoms
resources.

hi a typical Tims set-up. a com-
puter is linked to a company's pri-

vate telephone exchange or PBX. By
simply pressing a couple of keys,

users can see on the computer
screen a variety of information,
such as the number of Incoming
and outgoing calls, the date and
time were made or received,

their cost the number of nails

matte by a department, pytonsinn ca-

individual. The tigmimH for Tims is

expected to increase greatly over
the next few years. The telecoms

research company MZA estimates

that the market for computer
systems that are integrated with
PBXs in western Europe will grow
from £335m in 1996 to £58Qm by
2000.

Call logging systems are not new:
the hotel industry, for example, has
long used thnm far billing guests.

But the technology and culture of
Tims is changing Companies pro-

moting Tims say that rail logging is

more than just a big brother system
checking on employees' phone use.

“Anyone with a business that has
three or more phones should be
using these systems," says Peter
BJackbyme, sales director of Phone-
Control Europe, based in Darty,

Ireland. Phone costs are the second
or third largest expense item far

most organisations.

According to PhoneControl
Europe, when employees are aware
that a Company is using a rail log-

ging system, virtually all unneces-

sary telephone usage ceases and
worktime is put to more efficient

use. Radik Sacoor, quality manager
of Tiger Communications, based in

Ringwood, Hampshire adds: “Call

logging systems were originally

about cost - How many extensions

do I seed? Have I enough operators?
- but today, they're more to do with
accountability, for example, are my
service team responding to calls

quickly enough?"

THE GOMfiAMVir mEPttONE UX&IHC SySTSM INBCAffir WiJU

HAVE SbWE SORT OF RPJVATE UFE
,
FfiJEPWAM. EXftJrtM.

Bring into line
Logging systems can help companies to get the best
from their telecoms resources, says George Cole

Older call logging systems are
based around the MS-Dos computer
operating system, which uses
obscure keyboard commands, but
the latest Tun systems use Micro-
soft's Windows, which has on-
screen pictures and uses a mouse
pointing device.

“Customers are demanding Win-
dows-based products," says Sacoor.

What is more, many of the Dos-

based Tims products required their

own special computer, but the latest

versions can be used on an ordinary

desktop PC. Windows-based Tim
systems on the market infinite Pho-
neControl from the Australian com-
pany Aries, and Phonemail from the
Californian company Phoenix Auto-
mated Dialing Systems. This sum-
mer, Tiger launches its 2000 system.

Tims are being used in the battle

against phone fraud. Hacking or
unauthorised phone use often
involves gaining access through a
company's voice mail system or
freephone number. Once the system
has been entered, the hacker hooka

up to an external phone line and
ran make international rails at the
company’s expense. In 1992, phone
fraud in the US was more than $4bn
(£2.7bn). In 1990, Mitsubishi Interna-

tional reported that it had lost

$480,000 due to fraudulent calls.

many of which were made from the
US to Egypt and Pakistan.

PhoneControl can monitor any
call made with an international
dialling code OT mating more than

£20, far example. The computer can
also automatically highlight such
calls on screen. But not everyone is

convinced by the effectiveness of
using Tims to ramhat fraud

C Olin Mvtrihnll
.
chair ofthe UK

Talfimmmnniratinm Manag-
ers Association’s special

interest group on fraud, says:

“Using a logging system for fids

purpose is rather like coming home
and finding your house has been
burgled - the damage has been
done. It’s more important far com-
panies to ensure that passwords are

properly set and changed regu-

larly." However, supporters of Tims
point out that without their
systems, companies may not realise

they are the victims of fraud, or
discover how barkers are entering

their phone system.

There is a growing tendency far

companies to put Tims on to a com-
puter network and give many
employees access to it A firm of
solicitors, far inefanm, can use the

system to enable partners to bill

clients for phone calls. A sales team

«>w use Tims to ffad out how many
calls are being lost during the busi-

est periods of the day.

There are further benefits. Phone-
man bar example, uses a Caller ID
system which identifies the caller’s

name and telephone number. At the

same time, the caller’s profile

(which could include details such as
the date and nature of their last

call) can be pulled from a database
before the phone is answered. Pho-
neControl reports on any faults on
the line, and also makes it easy to

compare costs between different

telecoms carriers.

The growing use of call logging
systems has raised civil liberties

issues, with some employees com-
plaining their privacy has been
infringed. But some call logging
systems have features designed to

preserve privacy.

Tiger’s 2000 system, far instance,

has a feature known as Digit Pri-

vacy, which only stores the digits

needed to calculate the cost of the

call (such as the time, duration and
distance).

However, there have been reports

of some oompany directors Insisting

that the digit privacy facility Is

used far their own calls, while stor-

ing the complete telephone num-
bers of their employees’ calls.

A micro

leap for

3M
3M, the Minnesota-based

industrial group, has reinvented

its oldest business, its new abra-

sive lasts four times as long as

traditional sandpaper and is fas-

ter, more consistent and kmger-

lasting.

The product consists of myri-

ads of abrasive particles held in

microscopic, precisely shaped,

pyramid structures. As the pyra-

mids are worn down, up to 50

layers of abrasive particles are

exposed. By contrast, conven-

tional sandpaper is exhausted

when a single layer of minerals

Is robbed away. This is the lat-

est 3M product to use a tech-

nology called microrepUcatJon -

the creation of precise, three-

dimensional patterns of a' few

microns in size.

The technology was Invented

in the 1960s, when 3M was try-

ing to develop a small, light,

overhead projector. It solved the

problem by making a lens from
a ihfa piece of plastic with thou-

sands of tiny grooves on its sur-

face that achieved the same
light-bending effect as a tradi-

tional lens. It was dear that the

technology could be immensely
versatile, since changing the

microscopic structures on the

surface of a material can signifi-

cantly alter its physical, chemi-

cal and optical properties.

However, developing appropri-

ate manufacturing techniques

proved more difficult than origi-

nally envisaged and entailed

years of research.

As the technology has grown
in sophistication, it has been
applied to an expanding range
of products, ranging from road

signs - where prismatic cubes

capture and reflect light - to

laptop computers, where it

enhances the brightness of back-

lit flat panel displays.

3M sold Slbn (£666m) of prod-

ucts based on microreplication
last year and believes sales

could increase ten-fold in the

next five years. But William
Coyne, senior vice-president,

research and development,
believes that is just the start “I

think we have yet to find the

most important use for microre-

plication," he says.

Vanessa Houlder

FRAMATOME
FWmnfr Aan&oUas met idtycoon!Meeting onJune 12 anil approvgfcfe finanrial

RsemenBjfbf the year ended December 31, 199?.

#ESl)LTS

CONSOLIDATED FINANCIAL HIGHLIGHTS

Revenue

199S 19S4

• Consolidated revenue.

net of VAT
(FRF mIHions) 17,901 19,955

Of which nuclear

power-related 11.922 14,337
66.6 96 71.8 %

Net Income and Ovideno

• Net income after

1985 1994

663 846
minority interests

(FRFmilBons)
Net margin

• Shares

3.7% 4.2%

outstandng
• Earnings

40,800,000" 10200000

per share (FRF) 16.25 83.0
• Dividend per share (FRF) 9.34 38.00

"Shams outstanding quadrupled during tfiejwras a
result at too transactions approved by sharoholdets at
meAm 14, 19S5 axtraorOlnary meeting:

- The creation of 10200.000 shams through the
eapAattsaboa of reserves.

- The creation of 20.400.CXX3 shares. foiiowing a stock

'100 toFRFSO.

Consobcfcsed lereuue for the year amoomod to FRF I7Jbifliao. compared vdtb FRF 20

bflBon in 1994 h cite inwedng, in die final quarto; ofdie fiat inrir odftfae Choosy

France nudearpawcr^mi. nfaer&i die 1994 figure »nHi«rW die invoicing ofwo mie of

Uie seppejof coDsoGdaDon to expanded by the addition of Cezm, own^d 51% by

Hamatome and 49% by Cogema, as well as of two companies specialized in non-

ConnAles, Tots « Expanse (GTjL) and Ntxtbest (Nl!>T), whichdestructive: toting,

were subsequently merged. Scnmn Diagnostic Ekctnnjique (SJXE.) was decbnso&dated

fbOowing its sale to Sagem.

Naincoofc alto minoritymens} amounted to FRF 66$ inSra, compared withFRF 846

m^inS94;tfe[iBi^<mnB^J7%w^42%dirjeartefcBi‘ —f

IfuctEAR ENGINEERING AND F^JEL

Nuclear engineering The tiudear engineering badness remained highl
y active in

China in 1995, both on the techmeal side, due id mfedtiq with the Days Bay control

md dung gnidcmbcK and mnaifaednfrwidi iteqgnarin»nftteV»ng An rYmparr

The incident with die Daya Barguide tubes was detected in mid-rebruaiy; when posz-

mamnunde bsq afimefiiefag±p«d anssnedrep ^es-fer«mwif4e-rodsj-Sabaa^il-
techn ical and resting (oomces were devoted to identifying die causes of the problem and
findingappupoMsofattota, a&rangthetwo urns to berisanedm May and jtitf 1995.

Dscuhms initialed in 1994 m.build two units based! on the Daya Bay design at l-ing

An ranked in a contract for the^ddirery of two nuclear islands and the two cores.

Tbe crmcraa was signed on Oaobcr 25, 1995 and came into effect on January 15, 1996.

Nodear fad Ramasome defirered 2,188 fuel assemblies in 1995, the same numixr as

the prewocs year. Of.these-l.gSfl wereiupplicd.Jo fLDJ.and32&.m ctisiomeg.in..

Germany, South Africa, Belgium and Sweden. On the matheungade; the majornear ofthe
year was the signature of a new :three-year contract with E-D.F. for the supply of fire!

assemblies between 1 996 and 1998. The agreement consolidates Ftamatomei;position as

LD.F.S primary fud source despite increasingly aggressivecompetition from other soppEeo.

|fUCLEAR SERVICES AND COMPONENTS
..Services contacts jsdodpi.the replacement of five,sngmgtnaainrs,.with wpjjt oo dtc

last project completed in hnua& 1996. Two generators were replaced in France (the

Saint-Laurent Bl sad dre Dampune 3). and three were replaced abroad (Ribgbali 3 in

Sweden, Tihanee I in Belgium and Areo i in Spain): in association whfa In

addinoo. Fhmaionx and its whsiduryjeumoor-lndusme replaced six reacrorvessd heads (or bJ)J;
Tbe Otalon/Saint-Klaicd_ai>dcar components production pbnr delivered the final wnm genmwy for the Chaos 1, fiance nnk

, ten repbadnenr aeam
generators (seven fwLDJr. and three fin the 1 , Sweden plant) and fivewssd

$|ONtNUCLEAR equipment • ...I - 4 ~. 4-
Theimodyn continued to enjoy strong demand, with a focus on turbogenerators for use in household waste ioddoation plants, sugaf mills and
stoel mills and on compressors .for (he offshore oil and petrochemical industries. In response to slower capital spending in the refining industry,

Packman began to move into markets other chan catalytic reforming, such as isomerization, hydrotreating and hydrodesuifumation. ForNJiiL,
1995 saw consolidation in specialty nuchincty/weapons systems, depressed demand in tunneling «w«-hinf« and itftense competition in industrial

Connection systems
The recovery at Frunatomc Connectors International, which was already well advanced in 1994. gained momentum in 1995J Based on
comparable scope of consolidation (excluding S.D3L, which was sold in February 1995) arid exchange rates, revenue improved by 18,7% and
operating income row by anmajl 40%. All ofme company* busnascs contributed to growth.

;

Following exceptionally Strong growth in 1994, revalue front the Automotive Group increased bv another 14% in 1995, while mamnl remained
satisfactory. ...

.; i i L

:frou iRevenue frou rhe Electronics Group gained 6.5%. Wiih rhe strongest growth recorded in chcUaited Sates and Southeast Asia-
The Large System* Group primarily markers PC board/mother hoard connections, cable connectors and I/O eauipment connection systems.
Revenue rose by S.7*^ during the year, despite an approximately 3% decline in prices.

Revenue from rhe Btstrkal Croup was soWe in FRF. bur rose by 9.5% in kxaJ oinenoes. Rcsufe Tiled widely fiom one region to thewhen
Revenue from the IntowsoiKctioa Group gained 34%, while backlog tore 12% and
margins held steady.

MCTS, which manufactures and markets micro-engraved circuits for smart cards,

reported a slight decline in business- as a rrsnlr;of delays in finropeatrUnioir

bankcard and health card programs,

Shareholder; also approved the payment ofa dividend of FRF 934 per share, with an

asrodared nx credit oFFRF 4.67J
ARAMATOM E
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Diamond sales increase

as confidence returns

Pulp producers hopeful of upturn in fortunes

ByKanneth Gooding,
Mining Correspondent

The diamond market Is
regaining its confidence follow-
ing the mderstandiiig that was
reached in February, between

biggest producers.
South Africa and Russia.
This became clear yesterday

when De Beers’ Central Spiling

Organisation, which dominates
trade in rough or uncut

diamonds, reported that its

sales in the first half of 1996
had reached a record
US$2L748bn»

This was &2 per cent higher

than the of sales in the

same months last year.

The CSO said that the sign-

ing in February of a Memoran-
dum of Understanding between
the Russian government and
De Beers, “dispelled much of

the uncertainty which had bad
a negative impact on the rough
[diamond] market for most of

1995."

However, signing of a full

trade agreement had been
delayed by the political situa-

tion in the run up to the Rus-
sian elections.

Meanwhile, the unofficial

export of Russian diamonds,

by-passing the CSO and put-

ting a downward pressure on
prices, had eased substantially.

The CSO said world retail

diamond jewellery sales, which
rose by between 5 and 6 per

cent in value last year,

had continued to increase in

1996.

Mr Mi^hapi Coulson, analyst

at Nedcor Securities, said the

results were at the top end of

expectations and “second half

prospects are looking bright as

well".

Thai gas concessions awarded

By Barnard Simon In Toronto

The ever-volatile woodpulp

market, which has been in

steep dpriina for the past nine

mouths, has been given a ISA

by signs that destocking is

nearing an end and paper con-

sumption is bcginfog to revive.

Some traders and analysts

warned this week, however,

that the upturn might be
short-lived. Mr Martin Glass, a

UK paper consultant, said;

“While it is possible to increase

prices, we're not sure about
their sustainability".

After failing earlier this

month to push through a price

increase for northern bleached

softwood kraft, the industry

benchmark. North American
and European producers have

told customers that they plan
to try again cm July L NBSK
prices are due to move

, up
US$60 a tonne to $580. Prices of

less expensive grades have
risen a little in recent weeks.

Expectations that the
.
latest

increase win go through are

reflected in a jump in North
American pulp producers'

shares an the New York and
Taranto stock exchanges.

NBSK prices have halved
since reaching a record of
almost $1,000 a tonne last

autumn. Besides weak paper
demand, the slide was exacer-

bated by a rundown in swollen

stocks and by aggressive price-

cutting, triggered by new hard-

wood palp wring fa Tudotiftsla.

The market has been buoyed
by news that NBSK producer

stocks in North America and
Scandinavia shrank by 383,000
tonnes in :

May,, the biggest
' monthly drop In several years.

Furthermore, the -Indonesian
mills, which cut hardwood
pulp prices fo less than $400 a
tonne earlier this year, appear
to be on the sidelines.

“We're hoping that they
learned a lesson from the
downcycle,” said a trader in
Vancouver. Although the Indo-

nesian reriTig .have low operat-

ing coats, they are saddled
with sizeable dAbt-eervlce obH-

Analysts are still uncertain

whether the upturn in, pulp

demand reflects hjjghgr paper
consumption or merely a move
by paper mills and end-users to

rebuild stocks at low prices.

Attention is' focussed on
European mills, which buy
about 40 per cent of pulp

-traded on world markets.

“Without those paper makers

consuming pulp, it won’t be a

long bull market,’’ said Mr

David Pineault, economist at

Massachusetts-based Resource

Information
-

Systems.

Resource Information pre-

dicts that prices will peak

again during 1997 at around

$850-900 a tonne. Lower wood
rhip costs, especially for Cana-

dian producers, were likely to

contain price increases, Mr
Pineault suggested.

Cornwall-based consultants

Emge and Company forecast in

.a recent graphics paper report

that world demand growth for

coated woodfree papers would

1995 to U per cent

and 6^ per cent In 19®7- VJL
sumption in western EuWPf-

which contracted by per

SStet year, was

climb by 6J2 per cent in 1996

and 8.4 per cent a I®’*

A similar rebound^as
expected in the uncoated wood-

free papers market
Glass, Emges ns*

agbag director, said that pricesS be held back by nsfog

paper capacity,

Europe and south-east As^
Emge forecast that aver^!
mill operating rates for

woodfree papers. *^ere

pulp is consumed, would

remain stagnant, or even drop

slightly, over the next two

years.

II

By Ted Bardacke In Bangkok

Thailand's ministry of industry
yesterday awarded a three-year
natural gas exploration conces-
sion in the Andaman Sea to a
consortium of Unocal of the

US. Total of France and Statoil

erf Norway.
The two blocks awarded are

50km west and south-west of

Thailand’s Phuket province
and the site of significan t natu-
ral gas reserves discovered by
Unocal in 1976. At the time,

Unocal deemed those reserves

as not commercially viable
because of a lack of demand in

the region and therefore let the
concession lapse.

“There are a number of rea-

sons why these blocks are
attractive in 1996 when they
weren't in 1976," said Mr Brian
Marcotte. president of Unocal
Thailand. 'The overriding

-

rea-

son is that the clean, efficient
qualities of natural gas are
now appreciated. In the 1990s,

natural gas is the fdel of choice

for electrical power genera-
tion.”

The consortium expects to

spend Bt515m ($20.6m) explor-

ing the Andaman area. The
Petroleum Authority of Thai-

land (PIT) will have the ulti-

mate say over whether com-
mercial production begins after

explorations results are
known.
Unocal and Total, together

with PIT's semi-autonomous
exploration and production
arm. are preparing to begin
natural gas production in a
Burmese section of the Anda-
man Sea. Gas from this field

will be sold to Thailand.

• Thailand’s liquefied petro-

leum gas output will rise to

about 2m tonnes this year from
L6m in 1995, Mr Prasert Bun-
sumpun. President of the PTT
said in Singapore yesterday.

Mr Prasert predicted that

due to new refining capacity to

come on stream soon, the
country will become a net LPG
exporter with a surplus of
more than 500,000 tonnes in
1997, rising to 700,000 tonnes by
the end of the decade. i

Kenyan tea authority feels the strain
Michela Wrong reports on a success story that has begun to turn sour

F or years it was hailed as iencing an fartstentiai crisis estates, which account for only and sharp currency fluctua- Simeon Nyacha*

a model of successful today, it is in large part 40 par cent of the crop. tioos were to blame were dis- tare minister, a
small-scale agriculture, because of its phenomenal past “All the jumps in production missed. privatise, tvi jj/v

Australian farm income cut forecast
By Nikki Tail in Sydney

Farmers in Australia were
warned this week that the
value of their production was
likely to dip again in the
1996-97 financial year, to
around A$2Sbn (SUS20m).

The downturn, predicted by
the Australian Bureau of Agri-

culture Economics, the govern-
ment-owned forecasting
agency, follows an estimated 13

per cent rise in the current
year - thanks partly to the

COMMODITIES PRICES

reduced impact of drought com
ditions on the east coast and
higher wheat prices.

Abare suggested that lower
prices for livestock in 199647
could mean that the gross
value of production in this sec-

tor falls by 2J2 per cent, while

an easing in world grains price

could mean a 3.1 per cent fall

in the value of crop produc-
tion. Overall, Abare calculated

that form production in 1996-97

would be down by around 2.7

per cent

Farm costs, meanwhile, are

projected to increase by L5 per

cent, leaving the net value of

form production more than 25

per cent down at A$3.1bn.
However, the forecasting

agency predicted a much
brighter picture for the miner-
als sector, with the value of
Australian mine production
rising from A$33.2hn in the
current year, to A$37bn, and
new capital expenditure lifting

from just under A$7bn to
A$K5bn.

F or years it was hailed as

a model of successful
small-scale agriculture,

a shining example on a conti-

nent plagued by inept market-
ing boards of how a property-

run parastatal could further
formers’ interests. Today it

stands accused of mismanage-
ment. its executives suspected

of corruption and overspend-
ing. Opposition MPs claim it

teeters on the edge erf collapse

and some of its formers are so

disillusioned they last year
staged a two-month strike.

What went wrong with the
Kenya Tea Development
Authority?
As the economic reform pro-

cess takes hold in Kenya, the

parastatal that has defined the

shape of its tea industry for

more than 30 years lias

reached a turning point in its

history. Its role is being ques-

tioned as never before.

"It’s a bit like the feeling at

independence oar whan multi-

partyism came to Kenya." con-

fesses a KTDA official- “There
is a euphoria in the air. The
trouble is, all the formers
expect to get something for
nothing-**

Ironically, if KTDA is exper-

iencing an existential crisis

today, it is in large part
because of its phenomenal past

success. Set up in 1964, with
the help of Britain’s Common-
wealth Development Corpora-
tion, the authority originally

estates, which account for only

40 par cent of the crap.

“All the jumps in production

in Kenya in the last five years

can be attributed to KTDA, not
the large estates, ’* says Mr
Stephen Nkanata, the Tea

‘The trouble is, all the., farmers
expect to get something for nothing’

provided 7,000 formers with
credits, fertilisers, transport
and monthly payments. Fann-
ers owned shares in the facto-

ries it built and woe repre-

sented all the way up to the

hoard in Nairobi
Today it caters for 268,000

farmers, their plots averaging
less than an acre, and 3.4m
Kenyans depend on it for a
livelihood. A fleet of ova- 400
lorries traverses the highland

growing areas, ferrying pro-

duce to 44 factories.

. Kenya’s share of global tea

production has increased from
6.4 per cent ten years ago to 85
in 1995 and it oould soon chal-

lenge Sri Lanka as the weald’s

second biggest producer. And
that is a tribute to KTDA.
rather than the large private

Board's planning officer. “If

KTDA wasn’t doing something
right we wouldn’t have seem
those jumps in production."

National output of the high-

quality black tea that fetches a
premium on the world market
was a record 344*600 tonnes
last year, up 16 per cent on
1994. This year it Is expected to

come in at just under 250,000
Inwmi

S
uch success has its price.

The rising bonuses of the
1990s led formers to

beHeve tea would always be a
high earner. When bonuses
dived towards the end of 1995

fanners aoensed the authority

of diverting hinds and two dis-

tricts stopped picking. Official

explanations that a world glut

and sharp currency fluctua-

tions were to blame were dis-

missed.

“Fanners expected to see the

growth continue. But unfortu-

nately KTDA is operating in a
very sensitive environment
and has no control over the

international market," says Mr
Kungu GatabaM, CDC’s coun-

try executive.

Underlying the complaints &
the fact that the highly central-

ised KTDA looks In danger of

collapsing under its own
weight. Farmers complain
about congested factories, poor
planning bad
and lorries that never arrive,

leaving their j-ririringw to rot
“There was a time when

KTDA could do a bush count,

today I doubt whether head
office knows how much leaf

there is in the country,
" says

Mr GatabakL “ft’s f*i*>gr there

is more tea on the ground than

they- realise. Farmers have
-been planting fasfrr than their

capacity to keep up.”

Public debate has now
reached a pitch where <*umg«

looks unavoidable. The govern-
ment is studying the results Of

a consultants' report funded by
the World Bank and Mr

Simeon Nyachae, the agricul-

ture minister, has promised to

privatise. KTDA is canvassing

members far suggestions.

Already the authority has

faVan steps to reduce the num-

ber of shares it holds in each

factory to a nominal 100,

encouraging formers to buy up

to the legal limit Factories will

also get greater powers to hire

and fire locally and their own
fleets of lorries, instead of hav-

ing to call on the KTDA pool.

Insiders believe, however,
that farther steps are needed

to decentralise the straining

structure and increase

accountability. Possibilities

Include giving factories respon-

sibility for procurement, allow-

ing tb«rt to toam up with other

factories to reduce costs or

even to enter into partnership

with the private estates. A suc-

cessful streamlining, analysts
believe, could increase KTDA's
output by up to a half

Whatever changes are made
are bound to be cautious. With
the livelihood of more than a
seventh of its population at

stake and the fate of its leading

agricultural foreign exchange
earner in the balance, Kenya
cannot afford to stumble.
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LONDON METAL EXCHANGE
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(Prices from Amalgamated Metal Tradfrig)

ALUMNRJM, 99.7 PURITY (S per fronraj

Precious Metals continued
GOLD COMEX CIOO Troy am tflroy at) .

GRAINS AND OIL SEEDS
WHEAT LCE.CC par torn*) . . .

SOFTS
COCOA LCEg/tafWw)

MEAT AND LIVESTOCK
UACATTUE CME (40900tt»; oanMbta

dose 1490-91
Previous 14673-8-5

MgMOw 14825/1481
AM Official 1482-3
Kivt) doGO
Open int 240.159
Total daffy turnover 4&210

AJ-UXNIUM ALLOY (t per tanoa}

Ctose 1250-60
Previous 1240-50

Hlgh/tow

AM Official 1255-60

KarS close

Open Int 5.043
Total dafly turnover 76

a

LEAP ff pg- tonne)

Ctose 796-7
Pmvkxis 799-600
High/low 7OTJ
AM OfficM 797-7J5
Kerb dose
Opan frit 33,355
Total daffy nmovar 8.683

NICKEL IS per tonwft

3 tilths

1527-8

1506.6

1535/1612
1517-7.5

1521-2

1292-

5
1280-5

1305/1290

1293-

5
1292-3

803-

1

804-

5
807/8025
802.5-3.0

B01-5-25

Stat Dwto Opaa SHI Dff|* 0*M SMI item Stal Beft • 0P«
pika mm MBh taw Vta to prim cfrmgff Hgfa Low DU to torn ifranffi m Low M to PMm dmm «B»t tern w h
3843 -i.i 3864 3843 16 88 to 11530 +0.40 115.73 11438 112 til to 1077 -22 1106 1072 198S 8937 . 8m 62975 -0300 82780 81900 1^8* 29»
386.1 -13 — — — — •m 11290 +098 11390 11290 38 362 •m 1102 -22 1135 1089 2923 44985 tog 65.150 -0325 85900 64780 7987 40394
3863 -13 388.7 3864 18336 87917 Km 11490 +035 11590 11430 98 3939 Dm 10C -5 1082 1038 39<t 40969 oet 66.400 +0325 66950 65900 2921 2398B
3893 -13 3019 8803 182 7988 ton 11635 - 11890 11830 40 1913 to 1038 -5 1058 1030 2968 40934 Dm 84400 +0325 84900 B392S 1970 11911
392.1 -13 3845 3923 236 35964 MW 11890 - 11890 11890 10 269 May 1048 -6 1087 1048 732 2atB8 Hb 63475 +0800 mitfS 63.075 781 11983
3943 -12 3969 3853 - - May 12090 - 1209Q 12090 3 131 to 1058 -6 1073 1058 393 10,153 Apr 66300 +0300 68350 68900 in 3980

18951182988 Totta 383 5928 Ttata 11,153178989 Ttata 14975 9*968
Pt-AHNUM NYMEX pQ Troy ati trtroy Qzj

to 3949 -08 3808 3947 1256 12544
Oct 3978 -08 3892 397.5 787 11,931

Jm 4008 -08 4025 4018 3 1297
Affr 4038 -08 4048 4048 TO 1,770M 407.1 -08 - - 4 2B
Tom 20*0 27,574

PALLADIUM NYMEX (100 Troy at; S/troy <aj

WHEAT CUT (5w000bu nfrn; centa/BOto buehal COCOA CSCE pO tcroea; S/tcnnaa)

to -am 50250 48230 16967 30947 to 1374 -14 1885 1389 285 800 Jm
*• 48730 -730 50450 49690 5953 25911 to 1410 -28 .1448 1408 2902 35943 to
Dm 50600 -890 5145Q 505m 4971 2130a DM 1431 -27 1468 1430 385 19932 top
tow 505.75 -635 513m 50535 205 2903 tar 1440 -27 1477 1445 158 13980 D«
Mw 47830 -am 48590 48330 0 111 MW 1458 -25 1483 I486 12 8977 Dm
to
TMta

43400 -ISO 43590 433m 61 1,710

28982 82,1*7

to
TMta

1488 1480 1480 - 8909
*7M 87,780

FU>

TMta

Ooso
ftPWJUJ
Hgn/tow
AM Official

Kart) ctose

Open Int

7725-35 7835-40
7770-80 7875-85

7720 7900/7810
7710-20 7820-30

7810410
43.169

tot 13045 +0A5 _ _ 1 19

to 13035 +045 131sn 13Q20 22B 7981
Dm 13135 +0.45 13Z25 T32.00 20 016
Jm 13400 +0.45 - - - 106
TOM 241 8,133

M SEVER COMEX (5900 TTOy oa^ ContaAroy ac.)

Jm 5109 -09 _ _ _

to 5113 -69 5229 50B9 11956 52955
tog 5139 -89 _ - -

9m 5169 -69 5389 515.0 2.371 31.827

Dm 5243 -09 rays B24-0 1988 14422
Mar 533.0 -89 54M) 5351

}

54 5,400

Total daffy turnover 11.735

TIN (5 pw tonne)

ENERGY
CRUDE OH. NYMEX (1800 banal* t/benw)

Ctow
Previous

HJgh/ta*

AM Official

Kerb dose
Open tot

ft. i Total daffy turnover

8160*70 6195-200

6150-60 8175-80

6160/0140 620016175

6148-50 B17S-7
6190-5

16813
3.625

22NC. ipadal high grade (8 par tartnaj

OHM 10029-39 1029-30

nwvtous 10059-69 1032-3

Hlgh/kw 1033/1026

AM OfflcinJ 1002-29 1039-8.5

Kerb rtosa 1028-9

Open int 70.759

Total daffy tunover 11.735

COPPER, grad* A (S per tonne)

Clow 2115*20 2033-35

Pluvious 2057-80 2002-5

Hloh/tow 2075/2070 2040/1995

AM OfBcial 2070-75 2010-16

Kerb dom 2010-11

Open mt 185,872

Total daily turnover 110908

LME AM OMoW E/S rate: 19430

ItaMt Dqrt Open
prin ChMQI Mgh Low Voi M

to 20.65 -091 2197 2080 48908 38,189

tog 1894 -037 20.40 1077 51782 81960

»F 19L23 -029 1064 19.18 10990 38953
Oct 1893 -022 19.16 1BJB 4987 28,711

tov 1893 -090 1895 1030 90S 22981
Dm
Taw

1893 -023 1893 1890 3.144 34973
1219427779*2

CtalpeOtLIPEff/banrfl

umt Day**

tote* change Ugh

Dag 18.11 -089 1880
Sap 1720 -0.15 1206
Oct 17.43 -0.18 17.71

Nov 1726 -0.10 17.42

Dec 17.10 -OlQB 1785
Jtot 17.10 +088 17.10

LME CJotang PS fata! 18437

Spec 18437 3 nibs 18428 8 mSw 1.5429 9 ottte 18435

WOW GRADE COPPSW (COMEX)

Sflt Din Opaa

prloa dimge Wgh Um IIW w
Jm 103.10 +425 mio 9680 589 1285

jkf 6720 +220 9790 9520 4924 14.M9

peg 9880 +180 98.00 9880 547 1218

Sv 9490 +1.70 9520 9135 1130 13898

Od HA) +180 9580 9480 31 1813

Has 9440 +180 9480 9380 22 836

Total >806 88821

PRECIOUS METALS
LONDON BULLION MARKET

(Prices auppW ay n m Botnsdfd}

GoUTTroyaz) S price C equfy SFr

Ctose 389.10-38580

Opening 388.00-39680

Momfng Ibc 386.00 249.79 4B12B5

Afternoon Sx 38&3U 250.00 462682

Day's High 38685-386.75

Day's Lear 38S.0CKtt5.40

previous dew 385. 10-385.50

fl loco Ldn Mean floid Landtag (Woo (Off USB}

i month 484 6 months 425

Z months -4-31 12 months *05

3 months -45Q

Sharftc

Sp*
3 months

1 yaar

GoJdCoine
KruBurrand

Maple u»*
New Serial

pfotyBL
33740
341.70

345.95

384.80

S price

363-366

396.46-39855

88-91

US cts equhr.

521.10

527.45

53420
848.20

Ceoutv.
248-300

HBATB4Q OIL KTMEX KZjOOO US WU5 Wfc.)

LMtot tafa Opaa

price dtaagp Bflb La* W M
JN 51.05 -1.45 5285 5080 6880 18874
IN 51.50 -18G S290 51.10 5825 19862
Sep S280 -IX 5125 5185 1,334 5.703

Od 52.60 -1.11 53.70 5260 152 3^27
*w 5320 -096 5415 5UM 169 B872
DM 5165 -1.01 5475 5155 1264 11429
local 11BDZ 90^98

OAS CHL9IE Mm)

prict dwga Ugh Low M W
Jri 16050 -275 16150 16050 4822 11000
tog 19080 -280 181.75 15100 1891 11,118

Up 16030 -1.73 162.00 10150 347 7882

Oct 16180 -175 1G225 16225 214 2,678

Ho* 19130 -1.75 15975 1597S 10 1,530

DK 161.75 -200 16100 18100 250 9,489

TBtll 1480 54889

NATUftAL QAS HVMBt PIOOO tamBto.: tflBWStsJ

LitKt Offi/i Opaa

price mm sp LH M b
M 2635 +OJOS 2700 2590 2B8Z2 212*7

Asg 2865 +0007 2745 2830 14,160 368J7

Sip 2669 +1019 2715 2635 4818 20,118

DC! 2635 40818 2669 2819 2805 17829

Her 2835 +0815 2899 2820 1797 11832

Dm 2682 +0812 2720 £665 1833 13,455

Total 55876197838

UNLEADED GASOLINE
NffCt {42000 US gafc;6lUSBJLj

Utnt Dto/s Own
prim ctewgi M|b Lew W kri

ta 5470 -204 SO50 57,90 12883 23.180

^ 5115 -1-73 6080 S8JXJ 1742 20.178

Sap SIM -1.18 5170 57JO 1J11 1443

M 5140 -083 5125 55.40 945 £440

Ho* 5440 -4138 5480 5440 262 1,129

Dac 5150 -038 5380 5150 470 1A04

IWf ZW51 88808

;

“ MAIZE COT ROOD bu mh; canca68to bmhaft

I 229 7,061 Jta 47150 +200 47880 46850 15^418 83,104

zn 915 Sap 38400 -4100 33100 38100 12359 65JBBB

- 106 DM 34850 -7.75 35875 34100 38052165885
241 6,133 Har 38400 -7.75 38500 35300 013 21.420

CentaArni at.) fcJ 36650 -150 36000 35100 232 4277
Jta 39100 -700 35800 35500 247 4*82

,

- «ta ML2MSM19W
I’

_ BAHLEYLCE (E per coma}

2571 31.627 Sqp 10450 -085 73

1588 14*22 Ha* 10875 -0.40 107.00 10700 45 722

54 1400 Jm 10900 -035 10900 10900 * 141

15070 114580 Mar 11D.B -1.10 41w 11200 -1O0 B
Total 48 981

stWABEAitaiareooiiMntaiiatataBOiitoiriwO

Jtf 78300 -800 79100 78200 17,198 41,143

la. S/borrtal *8 77735 -126 78800 77150 5071 22087— 9m 758.75 -800 78150 75900 1079 1158
Qpn tow 75000 -150 75900 74800 39031 93727W tot jm 75000 -835 76935 75500 721 7374

48006 38,809 Mto 78300 -150 78500 78200 291 3J18
517® 81080 TWW 8M®«1H0
11890 38053 SOYABEAN OB. CUT (GO.OOOtbs: cem/fe)
4387 51711
SOS aim M 2504 -0.15 Sl93 2578 1048 24068

1144 34073 2X98 -030 2B.13 2596 7flB4 11*88

CSJ342377J82 2630 -020 2132 2118 1,953 1499
Oct 2139 -0.18 2150 2137 1022 1498
DM 2169 -031 TSSZ 2808 1377 24022

Dm 4M 2175 -125 27.10 2998 68 2JXM

Low H a IMP 28Q88 86^481

1111 9065 71448 SOYABEAH BWA1 CST flop tana; 5/tan)

1770 1915 24507 jj 2*23 -17 2*39 2410 11137 31093

« 18,191 2*1-8 -£4 2414 2410 5043 15057

22 i218 23813 2410 2813 1331 9069

25 ^l47 Ota 2350 -13 2360 23SO 875 4077
17.10 500 11*02 Dae 2343 -19 2316 2340 1011 239T7“ " Jm 2340 -17 2353 2348 15G £258

CO*=re tC6t6/tonm»

to 1807 +20 I960 1885 4901 0957

9m 1619 +9 I860 1804 5982 10713
toe 1761 -1 1825 1773 45C 3983
Jm 1740 -IS 1783 1738 380 %31Z
tar 1690 — 1730 1780 7D 859

to 1893 +10 1730 1720 23 S7
TMM 11988

COffTO •Cf CSCE ft7,S0Qfci«; oantaffinft

Jta 12190 -OOO 13570 11900 8018 4*®
9m ii7oo -aio 11900 ueoo bo® hiss
Dm 11475 +115 11180 11&00 737 4051
Mar 11205 +155 11400 11200 134 1351
Kay 11228 +175 11335 11Z33 49 345

Jta 11035 -050 83
lbtot 03M 21118

COFFEE aCOI (US conta/pound)

Jaa It Ptn. day

Qaw. Mr 10114 10152
15 tap mraga 10401 10*02

WHITE SUOAWLCE g/tomo)

LIVE HOOD CME (40JM0a«; oantWBta)

Jaa 57-075 -1900 58050 57978 1037 1008
Jta 54150 -1.100 59.425 51900 3057 7050

Anf 51000 -0075 51050 51000 3029 110T7
Oat 47025 +1050 47900 41050 1038 9011

Dac 50025 +0325 51.100 80300 1,120 1112
FM> 71450 +0079 71650 71700 211 1052
TMta tIOM 3*324

PORK BBUUE3 CME (*OQOOtoa; ceota/toa)

Jta BB76D -3000 89750 68750 431 3042
Aag 81173 -1000 67.700 61175 793 3,120

Fab 71450 -1300 74500 71050 240 792

Mar 75000 -1000 71000 75000 5 57

mm 71000 -MOO 77O0C 77000 - 54

Ttata - 1488 7074

LONDON TRADED OPTIONS
Strike price « tan —Cato Rata—
H ALUMMUM
(99.7N) LME Sap Du Sop Ok
1400 102 137 1 12
1500 24 OB 22 42

{Qiada A) LME
1900
3000
2100

m COFFEEUX
1800
I860
1900

COCOA LCE -

No.9,099 Set by HIGHLANDER

tog 3807 -19 3839 37915 868 0420
Ota 3479 +09 3475 3449 422 7,111

Dm 33S4 +12 334.1 3325 135 3930
Mar 3289 +06 3204 3289 54 4,183

toy 3289 +07 3304 3279 22 2986

Totta

3289 +05 - - - 791

27918

«M» Doo Sap Doc

102 137 1 12
24 99 22 42
1 27 89 89

Sap Doc Sap Dao

IN 201 13 78
113 14S 38 122
69 103 84 178

JU Jut

SO 1

18 11
2 45

JM sap Jta Sep
7 68 5 41
1 55 24 53
- 44 48 07

Jta ** Jul Aug
- - 17 45
- - 38 56
40 - 48 -

POTATOES LCE (EAonno)

tor 85.0 - -

tor

llDLU

1479 -Z5 14&.0 14&0 78 1,178

toy 1800 - - - -• 3

Jm 1629 - — — -

Ttata 78 1179

M FREIGHT (HFFBQ LCE (SlOfadm point}

Jm 1Z33 -12 1235 1235 5 547
to 1158 -24 1170 1156 84 2939
AW 1157 -18 1185 1180 22 181

Oct T2S2 -20 1256 1280 4 1,446

Jto 1277 -is 1277 1275 7 2»
tor 1280 -15 1280 IMfl 5 87
Ttata

Ctea Pnr
T32 4914

m 13#» 12B8

FUTURES QATA
AB futures ttaca wpptkxt Of CMS.

Kota and Baade
Prices from Ksnkko Qrnjp; USS tame. Ira-

nian pfetatatbs 28/30 rmr (ftr cMf aghjraBy
opened (rewieft 1995 crop 1300 CFHffOT
W. steady. US almandB tSModL tight anA-
abflty tor 1395 odk New an 180D NPS
5J10 FAS CtaHomla, Septembaroctabar stta-

man New asp eaCmaiei due June 2& US
walnuts LHP 20H - 1993 crop 1600 FAS
Galfamia: new crop SJ389 SaptanfMOOccobar
sttiPmanL tatten caghaws raw; W-32a 5350
spot Europe - down as tocfiwi aMppsro nead
raw material; from origti « 1050 CFB far

neond INI of 1996. TwMsh hazetout tomato,

13rt5 standard la. 1996 crop, ZBOO FOB
MB3

; new crop es 2.900 FOB MGP - new crop
aatfrnata conffng shortly. Pina nut tometa: Chl-
naae defauitina due to price Iracese front

IftOOO. suppftr very tirtueL ameB sufldowar
seed - new crop 8mm+ eatfrrtsta 1900 CFR.

atlOAR 11‘ CSCE fl 129008m: cantwawp

Jta 11-59 +105 1194 114217324 31017
Ota 11.18 - 11.19 119313300 5*421
»W 10JE +091 1185 1178 2999 34429
toy 1170 - 1070 1095 781 11905
Jta 1037 -101 1098 1098 281 10965
Oct 1048 -001 1091 1048 48 4.583

Total 34901180948

ocnTPM NVCB pOjOOOtbto centaribe)

to 7690 -198 7795 7590 7388 1151
Del 7596 -135 7185 7180 1980 1253
Dm 7187 -104 7140 7595 8307 33950
Mar 7795 -133 7790 7195 729 IBM
Mai 77.70 -110 7890 7735 780 2999
to 7115 -110 7835 7930 126 1932
TMta 18420 «4t2
M ORAHOg JUIC6 MYCS (15,QOO*«; canta/fas)

to 12335 -235 12150 12290 39(3 6929
Stop 120.76 -230 12330 12095 2932 7.781

to» 11790 -175 11175 11790 85 1,884

Jm 11100 -150 11790 11090 49 1770
tow 11890 +105 11890 11890 31 288

I 119LM -095 - - 54 18S
TMta 0950 211977

VOLUME CAT*
Opsi Interest and VUuma data shown far

contracts traded on COMEX. NYMEX CST,
NWE. CME, CSCE and IPE Crodo 09 an one
day In arroan. Volume. & Open Entgreta tottac

Ijn for tf ftMN nraiUiB.

INDICES
RHJTBfo (Bam: la/WJIelDq

Jm 19 Jon 18 month ago yaw *90
20519 2045.1 2128.0 22999
CM FtHuraa {Bbme 1967=100)

Jm IB Jm 17 month ago yaw ago
2S1.40 25151 25799 m
OBCt Spot (Baas 1B7P»1D0)

Jm IS Jun 17 month ago year ago
20245 20292 21293 17792

BRENT CRUDE IPE

1750
1400
1850

LONDON SPOT MARKETS
CRUDE C8L FOB (par bantag raw

Dubai Si 198-698 -046
Brant Hand fdatacQ . 51899-145 -098
Brant Bend (Aug) 918.114.13 -043
WJJ. *1993-995* -0.82

OIL ItoOPUCTONWE pronto dtahwty OF (tdr^

Prarrtum Gaaolna 3203-205 -1

Qb Off $IK-1 08 -39
Heavy Fuel 08 588-88 +3
Naphtha 5172-174 -1

Jar hita *189-180 -2

Dtoata St 67-169 -3

M NATURAL QAS (Panca/Vierm)

Barton (Jta) 1299-1396 +0975
Peovtum Ann*. 7« iondon $171) Affl ST6£

M OTHER

Goto (per troy az)4 5383.30

S8VBT (per boy 04$ 518-500
Ptotnurn (her troy ckJ S39O00 *19
ndtedurn (per troy at) $12990 4L75
Rncmw 11O0C
Load (US prodj 4590c
Tin (Kuala lanpui) 1S.15r +004
Tin (New YWft 28890

CMto (Bve -taghO 87J57p 032*
Shaw (» weight) 11294p -1793*
Pfgs (Uw watahbf 11&l6p *205*

Lon. day sugar (raw) $288-40 -11.1

ion. day sugar fata} $400X1 -05
Barley (Eng. teed) Unq
Mate* (US NoS YeflOw) ww
Wheat (US Dark North) Unq

Rutter MV

.

- 100000 -a75
Rubber £Auo)f loonop -075
Rubber (KLRSSNol) 37390m +09

Coconut 01 (PNOi aaonw
Palm Ol (MateyjS SSQUOw •OO
Copra (PNQS . SSKLOr +5.0

Soyabeans (US) 2179 +S

Cotton OudodfA' Mn 8290c -0.10

Wootops (S4s Supe4 428p

Cbwtom trim othmriM atltoi P pwwttag e urtafe
r tlnataMia. m atowtoii eaMtato- x *4 » JonAM. V
loan HMicai. 6 OF ftafirtsm. 4 BUtot mwlnr tana.
- Gtanga on wad 1«oad an 4387 heed ta taw ***

ACROSS
1 Stepped back to protect chap

sleeping (7)

5 Ifs wrong to await settlement
for payment 0)

9 Raked very quietly *ft*r uni-
versity education (5)

10 Get rid of old length found In
metal dealer's premises (5-4)

11 View opposite to flat? You'll
have to harry up (fLffi

12 “The end of wireless is
wrong?” More than one spoke
(5)

IS Inadequate son is unable to

(51

19 Come across a couple of
points to parry (9)

18 Came up with tin construc-

tion operated by compressed
air (9)

19 It’s a rotten nuisance having
to contain boredom (5)

21 Daisy is old and cross, I said

(5)

23 When old Iranian Is heard
. making disparaging remark

(9)

25 His topic: a different form of
nut (9)

26 How many sleep? An indefi-
nite number (6)

27 Traditionally sweet mrmW is
next, composed about the end
of June (7)

28 Any gone off to look for
returning Civil War victors?
CO

down
1 Twice first to serve in tennis

match(7)
2 Note on process of validating

wfll reveal villain (9)

3 Military assistants on a fate-
ful day during Caesar's
March (5)

4 Religious books will (9)
.

5 — bind sections up (5)
6 Tm pure and not corrupted by

plague (9)

7 Antelope shows spirit and
first sign of daring (5)

8 Go dried out - it's more dan-
gerous (7)

14 Paddy took food after becom-
ing sober (9)

18

($1

^ a*30lIt ^ua^ness fraud

17 Preserve diminutive girl's old
car(3,6)

18 Urges inclusion of exercisesm concerts (7)

20 Gambling profits exclude
women s batting total (7)

22 County which gives direc-
tions to it (5)

aa Colourless like bird made
from wood (5)

24 Fashionable bar first used bvFrooch sculptor (5)
y

Solution 9,098
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INTERNATIONAL CAPITAL MARKETS

Prices fall on fears of possible Japanese rate rise
By Richard Lapper in London
and Lisa Branstan in New York

Fears of an interest rate rise in

Japan weighed on government
bond markets yesterday.
Reports of a possible rise in

rates after Tuesday’s stronger
than expected GDP figures
were downplayed by many
analysts, but led to some sell-

ing in early trading in New
York. The mood spilled into
Europe, with most markets
ending the day slightly lower.

US Treasury prices were vol-

atile through the early part of

the session as the dollar waxed
and waned on speculation
about Japanese interest rates.

Just after midday, the bench-
mark-30-year Treasury was &
stronger at 86g to yield 7.087

per cent, while at the short end
of the maturity spectrum, the

two-year note was off £ at 99ft,

yielding 6.292 per cent. The
September 30-year Treasury
bond future was ft lower at

107.

Bonds were weaker in early

trading following the reports

that the Bank of Japan was
considering raising interest

rates.

Later in the session, how-
ever, both the dollar and bonds
regained ground. Hie markets
reacted positively to the mid-
day release of the Federal
Reserve's report on economic
conditions, prepared in
advance of the July 2-3 meeting
of the Fed's Open Market Com-
mittee meeting.

According to the? Beige Book,
as the report is known, the
economy is growing "at a mod-
erate pace” and there are con-

tinued signs of tightness in

labour markets.
The report was similar to the

one prepared last month for

the May 21 FOMC meeting. Mr
John Spinello, a government
securities strategist at Merrill

Lynch, said the market began
to recover from its losses

before noon and was able to

hold on to some upward
momentum when the "Beige

Book" proved relatively neu-
tral to the market

yield 6.65 per cent, a rise of 4
basis points.

GOVERNMENT
BONDS

In Germany, bonds were
weakened by the latest IFO
survey of business confidence,

which suggested a slight

improvement in conditions.

Prices dipped further on the
Japanese rate cut fears. At
Liffe the September 10-year

bund contract fell to a low of

9459 before recovering to close

at 94.78. down 0.10. The bench-
mark 10-year bond fell 0.29 to

Although most European
markets closed lower, Italy,

Sweden and Ireland were
exceptions. Italy and Sweden's

10-year yield spread over Ger-

many narrowed, respectively,

by l, to 296 basis points, and by
4, to 177 basis points. At Liffe

the September BTP contract
settled nearly half a point
lower at 115.69, bat biter recov-

ered in automated pit trading,

reaching a late afternoon high

of 116.20. The September three-

month eurolira contract closed

at 92.06, up 0.07.

Most analysts expect the
underlying trend of Italian out-

performance to resume, after

the expected approval this

week of the mini-budget and
the release of June CPI figures.

CPI is expected to fall to 3J9

per cent after publication yes-

terday of preliminary con-
sumer prices data from Milan,

Palermo and Trieste.

Several analysts predict fee

spread could narrow quite
quickly to 250 basis points.

Mr Kirit Shah, chief market
strategist at Sanwa, was more
cautions, arguing that there

was scope for a fell to 275 basis

points. He described Italy as a
“trading buy but a strategic

sell”. Mr Paul Abberley, brad
of fixed income at Lombard
Odier, pointed out that some
fend managers were opting to

sen in the 10-year sector and
buy shorter-dated paper, cut-

ting the duration of their port-

folios.

Gilts were underpinned by
weaker than expected retail

sales figures, but lost ground
in the afternoon in line wife
the broader trend, wife fee
10-year benchmark gut dosing

down ft, with a yield of 8J. per
cent.

The September long gilt set-

tled unchanged at 104$. Even
so, gilts continue to outper-

form Germany, with the

10-year yield spread narrowing
by 1 basis point to 163. Ana-
lysts pointed to some buying,
activity by international fund

managers.
But Mr Andrew Davies, ana-

lyst wife fee London Bond
Broking Company, said he
expected some investors to sell

gilts as soon as fee spread
began to approach 160 basis

paints. Arguing feat a rising

public sector borrowing
requirement could depress
prices, he said: “It has tight-

ened enough. I would not be
surprised to find some
accounts - from conservative

insurance wwnpanips and pen-
sion funds - taking advantage
and moving into Germany."

Warm welcome

for Ina offering
By Antonia Sharpe

RheinHyp makes debut

with DM2bn Pfandbrief

NEW INTERNATIONAL BOND ISSUES
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Italy yesterday resumed its

privatisation programme with

the launch of an offering of

bonds exchangeable into its

remaining shareholding in Ina.

fee insurance company.
Although some countries

have issued “privatisation

bands”, this is the first time a

Group of Seven nation has

issued a bond exchangeable

into a specific company.

The government has a 34.38

per cent stake in Ina, but fee

$L3bn offering of five-year

bonds, denominated either in

dollars or lire, will be

exchangeable into about 21 per

cent of fee company, including

an over-allotment option of 2.7

per cent
However, if demand for fee

bands exceeds fee amount on
offer, fee government could

increase fee offering to match
its entire shareholding. Yester-

day this appeared a possibility

because the offering, via Gold-

man Sachs and IMI, was
already oversubscribed.

Investors would welcome

such a move because it would

rid the market or an overhang

of Ina stock. The poor perfor-

mance of ina's shares since the

company was privatised two

years ago is one of the main
reasons why fee government

chose not to reduce its stake

through another offering of

shares. Ina shares closed yes-

terday at L2.212, compared
with a Dotation price of L2.400.

The risk to fee government

is that the bonds will hot be
exchanged for shares, but it is

confident that fee positive out-

look for Ina will lead to a high

exchange rate. Even if the rate

is low, fee government will

have saved itself $l30m in

funding costs, because the cou-

pon on the exchangeable bonds

is about 250 basis points lower

feap that on five-year govern-

ment bonds.

The indicated coupon on the

lira-denominated bonds is 614

to 7 per cent, and 5 to 5'A per

cent on the dollar-denominated

bonds. The exchange premium
on both tranches is 13 to 16 per

cent. The bonds are set to be

priced on Friday.

By Conner Mtddeimann

The eurobond market saw an
array of medium-sized transac-

tions in a wide range of curren-

cies yesterday.

Rheinische Hypothekenbank.
Germany’s fourth-largest mort-

gage hank in terms of assets,

priced its DM2bn issue of
global “Offentliche Pfand-
briefe" - bonds backed by
loans to the public sector -

and the underwriters reported

strong international demand
for fee triple-A rated five-year

bonds.

It was RheinHyp's first foray

into fee International market,

and only the third global

Pfandbrief issue after two such
deals from Depfa Bank. The
paper was priced to yield 26
basis points over the bench-
mark five-year government
note and 5 basis points
through fee much less liquid

domestic Pfandbrief market.
According to Commerzbank,

joint lead with Merrill Lynch
and Union Bank of Switzer-

land, some 20 per cent of the

paper went to US investors, 40

per cent to institutions in fee

east Asia, and 30 per cent to

Europe - notably Austria, the

UK, France and Scandinavia -

and the Middle East Only 10

per cent was placed in

Germany.

INTERNATIONAL
BONDS

“Although fee domestic mar-
ket remains important for us,

we want to become much more
active on fee international cap-

ital market and this deal built

a good foundation for future

funding activity," said Mr
Rftdiger Luchmann, Rhein-
Hyp's Treasurer. “We will con-

tinue looking at global issues,

but we are also setting op a
financing subsidiary in the
Netherlands which will enable

ns to tap the eurobond market
for unsecured bonds,” he said.

RheinHyp, which is 96.7 per

cent owned by Commerzbank,
raised DMl7bn last year and
could borrow a similar amount
this year.

In the US dollar sector. Com-
monwealth Bank of Australia

issued $250m of three-year

bonds, priced to yield a mere 6

basis points over Treasuries.

While that spread appears
tight for a borrower rated Aa2/
AA. lead manager Morgan
Stanley pointed out that fee

bonds essentially represent
sovereign risk since they are

backed by the Australian gov-

ernment. Moreover, as CBA
was being privatised, this was
likely to have been its last gov-

ernment-guaranteed issue.

EBJ International
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lending it rarity value.

Elsewhere, FEN. the financ-

ing vehicle for Colombia's elec-

tricity generation and distribu-

tion system, issued $250m of
10-year bonds due to be priced

today at a spread of 245-250

basis points over Treasuries.

The company is 94 per cent

stateowned and its assets are

80 per cent guaranteed, so it is

essentially a sovereign risk

and shares Columbia’s BBB-
investment-grade rating.

J.P. Morgan and Salomon
Brothers Jointly led the deal,

which was largely aimed at US
accounts.

Elsewhere in fee US, fee
City of Naples issued $195m of

10-year amortising yankee
bonds, becoming the first Ital-

ian municipality to issue a
band, lead Merrill Lynch said.

The issue was increased from
the original $175m size due to

strong demand, it added.

Portugal’s derivatives market
begins trading in Oporto today

with the underlying cash mar-
ket in Lisbon reaching record

highs. But foreign investment
is expected to be limited until a
“repo” market to facilitate

funding in escudos is set up
later this year.

The PSI-20 stock index future

and fee OT-1Q Future on 10-

year government bonds start

trading today, with
a third contract on the
short-term money market rate,

Lisbor, planned for July.

Analysts attribute the buoy-

ancy of the Lisbon mar-

ket, where fee BVL-30 index

remains dose to last Friday’s

record high of 1,914.74, to the

opening of the BDL, as well as

optimism over recent and com-

ing privatisation issues.

Mr Manuel Alves Manteiro,

chief executive of the BDL, is

confident the market will

develop substantial volume by
fee end of the year.

Bat he acknowledges fee

absence of a “repo” market
providing cheaper funding in

escudos than fee money mar-
ket will initially limit foreign

investment The “repo" mar-
ket, held up partly by a wran-

gle over location, is expected to

be operating in a few months.

WORLD BOND PRICES
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CURRENCIES AND MONEY
MARKETS REPORT

Dollar swings between Germany and Japan
By PhHfp Gawfth

The dollar yesterday had a
see-saw day on the foreign
exchanges, tugged between the
conflicting interest rate expec-
tations in Germany and Japan.
The dollar was supported in

the European morning by a
weaker than expected IFO sur-
vey which boosted hopes of a
cut in the German repo rate. Zt
was later pulled the other way
by rumours in Japan, which
supported the yen, that the
Bank ctf Japan was considering

raising interest rates. These
rumours were later denied bv
the BOJ.
The dollar finished in Lon-

don at DM1.5207. from
DML514S. Against the yen it

closed at Y108.135 from
Yl07.975.

Trading was generally quiet
with dealers waiting for the
release of the Beige book in the
US and the latest M3 figure in
Germany to provide fresh trad-
ing direction.

The D-Mark was generally

weaker on account of the IFO
survey. Greater optimism
about the Italian lira may «iw
have- contributed to the
D-Mark's weaker tone. Opti-
mism over the Italian CPL
mini-budget and three year
economic plan has helped, as
has talk that it might return to
the ERM after the Florence JSU

summit,
The pound had a better day,

finishing at DM2.3476. from
DM2J5384. Against the dollar it

closed unchanged against the
dollar at $L543&

It was the proverbial game
of two halves yesterday, with
the morning belonging to Ger-

many, and the afternoon to
Japan - at least from the per-

spective of the dollar.

Mr Tun Fax, currency strate-

Pawn! ! Mere Y«w*

Jan Tff i—
r

- - pm. c*wa-
tte 13435 13440
1 nrtfi 1M31 13435
3 mBi T3430 13433
1 V 15440 13437

gist at Standard Chartered in

London, said that the IFO sur-

vey, “combined with rumours
of a softer M3 number, contrib-

uted to the softer D-Mark.”
Rumours have been circulating

that the M3 figure will come in

around 9 per cent, which
would be consistent with the
Bundesbank easing the repo
rate further.

The Japan rumour stemmed
from a report on the Kyodo
news agency that the Bank of

Japan was allegedly re-assess-

ing its monetary policy follow-

ing the first quarter growth fig-

ures, the strongest in 23 years.

The excitement abated, how-
ever, when the BOJ released a
statement saying tfr** such dis-

cussion was “premature".
Despite this, Mr Fax said he

expected the official discount
rate in Japan to rise quite

soon, perhaps by 50 basis
points to 1 per cent He said it

was a question of "reining in

an excessively stimulatory
environment, rather than mov-
ing to a tight one.”

POUND SPOT FORWARD AGAINST THE POUND
Jw 19 Ctaelng

nfid-point

Change
on day

Bfcttaftar
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Rate 96PA
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One year Bank of
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Quite often in the past BOJ
interest rate changes have
been well telegraphed in the
press. Yesterday's effort, said
Afr Fox, "smacked of a testing

of the water."

Not all observers share this

analysis. Mr Carl Weinberg,
chief economist at High Fre-

quency Economics in New
York, said: "With capacity util-

isation still 9 per cent below its

peak In the last cycle and with
unemployment at record high
levels and with prices still

deflating, the BOJ need not be
in any rush to bike Interest

rates. We think the economic
case for a rate hike is at least

two quarters away, even if

growth is zooming as indicated

by these GDP figures.

Mr Weinberg said even if

rates did rise, he doubted it

would mnlca mnnh difference
to the dollar/yen rate. “We
believe the yen will continue to

be managed cheaper for at
least another year, or until the

Y130 level to the/ dollar is

reached sometime in 1987.”

One explanation for recent

forex moves is a change in

investor risk appetite. Mr Avi-
nash Fersaud, currency strate-

gist at JP Morgan in London,
said the bank's index of inves-

tor risk appetite tuned nega-
tive cm June 11 for the first

time in three months. This
coincided with the dollar slid-

ing to the bottom of its trading

range and high-yielding cur-

rencies delivering “hesitant,

patchy performance ”

Yesterday, however, the
index returned to positive ter-

ritory. Mr Persaud said such a

speedy change did not neces-

sarily herald a turnaround, but
said various fundamental fac-

tors did. in the short term,
favour tiie dollar and high-

yielders against the D-Mark
and yen.

These included, he said, the

improved prospect of "low
rates for long" in Germany;
good inflation news and ERM
re-entry talk in Italy would
refocus attention on the bigh-
yielders: and the technical
position of the market, which
suggests there is no significant

dollar overhang.

JIB is £ x

CBM Rp AMOS - 4Z0Z23 Z7JS90 - 27JW0

fengaiy 230446 - 230572 149220 • 140270
tel 4B32JQ - 462B20 3000-00 - 300000Ml 0.4624 - 0*026 02906 • 02907
rend 4.1670 . 4.1943 2.7130 - 27160
ftetil 780755 . 761725 5056.00 - 506200

DAE 5J87B . i£719 J£72S - 15728

1 DOLLAR SPOT FORWARD AGAINST i HE DCAI-AA

Jhm 10 Ctosteg Change BJdtaflar Day's mid One mgatt Three months One war OP Morgan
irad-petnt on day spread high tew Rate %PA Rate WPA Rate KPA Index

Ewmpe
Austria iSch) 10.7023 +00412 994 - 051 10.7070 1010400 109828 22 109408 29 10.4573 29 1049
Batgkim (BFri 319B40 +0.114 780 - 100 319100 31.1110 31939 2.1 31.124 22 30984 29 106.4
Denmark (pKri 59559 +00174 545 - 573 5.8585 59260 59484 19 59314 1.7 5.7024 12 1062
Finland (FM) 49401 +00065 383 - 438 4,3*44 49104 4.6338 1.7 4.0216 19 49761 1.4 822
Franca m 5.1566 +00139 577-505 5.1625 5.1310 5.1517 19 511374 19 5.0606 1.7 1084
Germany (DM) 19207 +00059 203 - 210 19215 19121 191B2 20 19124 22 1.4842 2.4 1089
Greece tori 240.765 +0575 590 - 040 241.400 239000 24244 -82 245.78 -89 250.765 -7.9 682
Ireland 19880 -00003 870- 890 19895 19880 19888 -04 19895 -04 1981 04 •

Holy M 153490 -205 400 - 500 1537.17 152900 153995 -3.7 15474 -34 1670.15 -29 78.0
LunroboUQ 0JH1 319940 +0.114 780- 100 319100 31.1110 31941 20 31.1345 20 30954 20 1064
NathertandB n 1.7047 +0007 042 - 052 1.7056 19»>6 1.7014 24 19946 29 1.8825 29 1064
Norway (NKlf 691 IS +00015 078- 1S3 69225 6J01O 89096 09 69031 09 64666 £L7 079
Ptxtugal (Bfl 156.400 +0965 300 - 500 156900 155930 156.715 -24 157905 -29 150.45 -20 942
Spain (PtJfl 128960 +024 220-300 128900 127.730 12891 -29 12804 -2.1 13048 -1.7 B09
<*- 1—--owuon (SKfl 89383 +00064 333 - 433 69460 69874 69404 -20 69888 -1.7 8.7068 -1.1 899
WHZBnana (SFr) 19518 +00038 513- 523 19527 19450 12463 34 12408 39 12073 39 1109
UK « 19438 - 433 - 443 19453 19425 19433 04 19420 02 19441 09 852
Ecu 19434 -00032 430 - 437 19484 19427 19442 -0.7 12458 -09 12547 -09 -

SDRf - L6890B - - - - - - - - - - -

AnuricsB
Aigenttaa (P*WJ 09988 - B85 - 987 19001 09985 - - - - - - -

Brad PS) 1.0016 +00002 015 - 017 1.0018 19014 - - - - - - -

Canada pa 19874 -00004 871 - 676 19682 19870 19872 0.1 19875 09 19703 -02 839
Hsto (New Peart 79245 -0029 220 - 270 79280 79080 7988 -259 7971 -184 99345 -280 -

USA m - - - - - - - - - - - 07.6

PacilcAMkMa BwtMfttaa
Australia IAS) 19882 +00006 679 - 687 19888 19651 12702 -19 12737 -1.7 12924 -12 044
Hong Kong (HKS) 7.7408 -00002 403-413 7.7415 7.7400 7.7415 -0.1 7.7433 -0.1 7.7703 -04 -

tecta W 3-LSOOO -005 OOO-DOO 35.1000 34,7000 3505 -52 35 355 -52 36825 -59 -

larari (Shh) 39500 -00055 586 - 613 3.2770 39532 . - . - - - -

(Y) 108.135 +016 000 - 180 106910 107.720 10799 49 106.79 50 10305 4.7 135.7

Mtiaytea (MS) 24930 -00025 925 - 935 2j*05O 2-4915 2-4939 -04 29 -1.1 29235 -12 -

New Zealand (NZS) 14802 -00002 795 -BIO 14817 1/1762 14833 -29 14881 -24 19137 -29 -

Pttfpptees (Peso) 26.1900 ~om 500 - 300 269300 26.1500 - - - - - - -

Saudi Arabia (SR) 3.7505 +09001 504 - 506 3.7506 3.7504 3.751 -0.1 3.7517 -0.1 3.755 -0.1 -

Sngspaiv (S» 14073 -00014 068 - 078 3.4060 1A068 14038 30 19978 2.7 19723 29 -

South Africa PJ 49535 +00132 510 - 560 49000 49465 4401 -131 4401 -129 49285 -10.9 -

South Korea (Won) 799.150 +085 100 - 200 790900 797900 - - - - - - -

Ttewan (TS» 27.6300 -0004 380 - 420 27.6470 -27J3350 27.644 -02 27.640 -0.1 - - -

Thtrfand m 259000 -0.009 800- 100 259100 259880 259987 -4,7 25.6025 -42 26485 -4.7 -

f SDR me par S lor Jui ULBttWtor afmncti In the Deter Spot rabhi shew only tbe lust One decimal place*. Ftaward raws are not dtacily cwowd id tha
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WORLD INTEREST RATES

MONEY RATES
June 19 Ovai

night

Ora
month

TTw
II 111A

Six

miha
One
year

Lomb.

Inter.

Dfc

rate

flopo

rate

Betghsii a* 34 3% 34 38 7.00 250
wwm ago 3d 34 3+4 34 3e 790 290 -

France 3& 3fl 35 4Vfc 45% aao - 5.00
week ago 3* 3fl as 4 44 3.60 . 5.50

Germany 3* 3y 3» 3

E

490 2.SO 3.30
wash ago 3u 3U 34 34 33 490 2.SD 390

Intend Si S& 6A 5* 5a - - 623
weak ago SA SA 5K 54 5V; _ _ 825

Italy 81 sa 8% &A 84 - 9.00 0.30
weak ago 94 se B4 B£ - 900 095

Nattwrianda 2« 23 28 34 34 _ 390 390
weak ago 2* 2fl ?S 2£ 3K - 3.00 230

Switzerland 2 2i 2% 2H ss 5.00 190 _
week ago 2M J+t 2«* 2K 5.00 1.50 _

US 54 S£ 5i 54 8 _ 5.00 _
week ago 5W S4 54 Sk 04 - 5.00

Japan % % <i a 3 - 0.50 -
week ago V i to « 1 - 090 -

* UBOR FT London
hUBilweifc FUng - sc 54 a* BA - _ _

weak ago - 54 &E S3 64 - - -

US Dotiar COa - 590 521 &42 590 _ _ _
week ago - 590 5.10 541 5.83 _ _

ECU Linked Da - 44 44 4* - - -

week ego - *i 4S <3 - -
SDR Untied Ds - 34 3* 3a 3£ - _
week ago - 34 3H 33 30 - - -

3 LBOR rtertve* Wnp nmaere uttered ite to MPm quoad to am matter ay fou lOmnai ttr*

a

te Ham each working day. The ba*s am: Banked Trial. Bank of Tokyo. Borctayn and Natural

MU ram m Uu«n fo> the oomeeUc Money Raue. USS COe. ECU ft SDR Uted Dopo-a (Day

EURO CURRENCY INTEREST RATES
Jon 19 Short 7 days One Three Six One

term notice month mantra months year

Belgian Franc 3V, .•3A- 3A, • 3ft 3*1 3i, 3,: 9ft 3 IZ
- 3ft 3ii- 3ft

Qartsh Krone 36 3H 3ft 3=11 3f* 3ti 4ft 3% *1
fl

- 3\l 4ft *A
D-Mark V* 3*4 3*b Vi 3ft 3,1 3lti V* 3ia- 3ft W- 3J5
Dutch GuUar 2« 2ii 2a 2H 2% 24 21* 2% 3ft - 2?i 3ft-- 3ft
French Franc 34i> 3« 34* « 3fl 344 311 •ft- ail •ft *ft
PoRuguaee Esc. 7% 7h 7ft Th-7ft 74| 7ft 7ft - 7ft 7ft 7A
Spartdi Posata 7» 7ft 7*1'7ft 7ft'7ft 7ft 7ft 7ft- 7ft 7ft 7ft
Steriteg SIJ 5fi 54, &S 5(3-48 5it 54,? 5If- 5(? 6ft.6A
Swiss Franc 2(« • 2*a 3ft--2ft 2ii 'aft 2fi 2ft 2J1 - 2ft zft 2ft
Can. Doter *11 4l? *4i 4ft *4«.45n 4'4l *4. 5ft -5 5ft 51?
US Dolor 5iV •5ft 5ft 5f* 5ft V* 5,*. S>n 6ft- 5ft 6ft-si:
Italian Lira 01

! (Ms-0% 9B V* B4f BA Bii- aft eft -8ft
Yen A-A » 4 h ft 44 ft- ft U-ft
Asian SSteg 2Hl-2lZ 24, 2*11 2H 2» 2K 2fi 2H- 211 23 -211

Short term now are calb MU8 Deter and Ym othenE mm deya' nodcft

THWEE MOWH MOOR WT1BB (MAT1F) Parts Iniwbank oBered rate (FFr 5rnj

Open Sett price Change High Law ESL Open tat.

Sep £6.72 95.74 +O.Q3 9590 9S.BB 31.769 84.304

Dec 9597 9598 093 0593 0592 14011 34.008

Mar 9598 95.38 +091 95.42 0595 3923 24,058

THRU MOKTH UmOHAIK FUTURSS (UFW)' DMlm potets of 100%

Open Sett price Change High Low EsL vrt Open bit

Sep 96.55 0695 0698 9692 34512 210621
Dec 9691 9690 . 96.35 0627 42747 206018
Mar 05.99 9598 . 96.04 9592 42016 186471
Jkm 05l£0 0599 -091 65.87 9593 18306 109732

THREE MOUTH BHtOURA FUTUIUS (L5FFE)* LIDOOm points of 100%

Open Sett price Change HV1 Low ESL vol Open InL

Sep 02.02 0290 +091 92.11 91.96 10781 56313
Dec 9224 9224 +092 02.31 0221 8790 32628
Mar 9227 ns»iet +024 Ot B9 IWK 3102 16840
Jun 92.19 02.18 +093 92.19 02. IS 1073 0475

THREE MOUTH BUKO SWB8 HMWC FUTURES (UFFE) SFrlm pointed 100%

Open Srtt price Change Hitfi LOW EsL vol Open InL

Sep 9798 9727 -om 9790 0721 8685 40614
Dec 07.19 97.OS -096 9720 97.04 3112 17430
Mar 06.90 0692 -094 9690 96.76 1877 7855
Jun 9698 0699 -o.oa 9698 9592 189 273

THREE MONTH EUROYEN FUTURES (LFFE) YlOOm potets Of 100%

Open Son price Change HBgh Low Eat vol Open InL

Sep 00.13 99.07 -0.06 99.13 9990 1406 0
Dec 08.76 0698 -aoe 98.76 ga63 3227 0

Mar 9892 0896 -097 9892 3890 415 0

THRRE MONTH ECU FUTURES (UFFE) Eculm potets ol 100%

Open Sett price Change High Low Eel vol Open tat

St»i 9594 9590 -(LQ2~ 9594 9590 1453 6857
Dec 9597 0594 091 9598 9595 199 3899
Mar 05.17 95.12 -092 95.17 95.14 185 3010
Jun 9495 0490 -093 9496 9490 127 2307
* UFFE Uuno also traded on APT

*

V4-- S-i

CROSS RATES AND DERIVATIVES

An 19

MghMi
Denmark
FTenoe
QMiieny
Ireland

I«*

Portugal

Spate

Sweden
awtaert—d
UK

US

Ecu
Danlah Krenar.

i CROSS RATES "

BFr Mr FFr DM K L n MKr Ee Pat 8Kr SFr £ cs S Y Eai

(BFri 100 tan 1&49
'

4.BE0 2912 4004 5.448 2090 4009 4009 2122 4901 2970 4970 3.106 3459 2571

(DKri 53.44 10 8910 2907 197S 2821 2.012 11.12 267.1 2109 1194 2.138 1.106 2935 1.700 1849 1974

(FFil 8098 1195 10 2948 1220 2076 3905 129E 3032 2489 1297 2427 12S6 2-651 1900 2009 1550

(DM) 2097 3950 3982 1 0.414 1009 1.121 4260 1029 8493 4905 0823 0426 0806 0868 7198 0929

(IE) 40.70 0900 aifla 2416 1 2437 2.708 1094 2489 203.7 1<XK 1980 1929 2.172 1988 1719 1978

(U 2939 0982 0336 0969 00*1 ioa 0.111 0.424 taiB 8958 0433 0982 0942 CLD89 0965 79*5 0952

(R) 1895 X435 3926 0992 0989 000.1 1 3918 91.78 7523 3904 0734 0380 0902 0987 6341 0472

(NKr) 4897 8995 7924 2936 0967 2357 2.610 10 2409 107.0 1020 1923 0905 2.100 1936 1801 1236

(Es) 2000 3.743 3208 0972 0402 9819 1900 4.181 ioa 8190 42*4 0900 0414 0874 0.639 6011 0514

(PH) 24.40 4.586 4922 1.186 0401 1196 1929 X078 1229 ioa 5.177 0976 0605 1968 0780 8429 0927

(SKi) 47.13 8820 7.770 2201 0948 2311 2988 9905 2359 1032 10 1988 0076 2960 1906 1629 1212

(SFr) 2499 4977 4.120 1215 0-503 1226 1962 5.190 1249 1024 5903 1 0917 1902 0700 8034 0943

(Q 4821 0940 796* 2948 0972 2389 2932 1095 241.5 1069 1025 1933 1 2.111 1944 1659 1242

(CS) 2298 4282 0773 1.112 0460 1122 1247 4.761 1149 B3.78 4956 091

B

0474 1 0731 7008 0988

($) 3129 5.8K i158 1921 0.630 1534 1.705 6900 1664 1282 &63S 1252 0948 1967 1 1001 0904

M 2&95 &41B 4.772 1407 0582 1410 1977 6922 144.7 1189 9141 1.158 0989 1265 O02S 100. 0.744

38.90 7279 6412 1900 0.7B3 1907 2.119 6992 194.4 1504 8253 1958 0805 1.700 1243 1344 1

Raw. Norwegkai Kroner. and Owte Kroner per lOs aotgtar Fane, Yen. Eeoudo. Lie and Pw«a pw IOC

(BAM) DM 125900 pgr DM #MM) Yfan 129 par Vtn ICO

Sep
Dec
Mar

Open Latest

06647 0.0623

0.6664 Q.B884
0.0734

Change High

-00030 06652
-0,0026 0.6664

0.6613

oesss
89,114
218
1

Open InL Open 1 n+m* Chroga Low EaL vol Open teL

53.458 Sep 08300 08380 -09011 00405 09347 400*1 88945
1978 Dee 09*00 09510 -09010 00513 09478 76 3905
23 Mar - 08615 -0002* - 09800 41 143

I FVWIC WII1WIES (MM} SFr 125,000 per SR aimw Finn— flMtflcegAoo pere

Sod 08066 09058 -09030 09069 09045 13904 34,787 Sep 15*32 15440 -09004

Doc 09122 -00028 09110 58 1.118 Dee - 15*54

Mar 08165 -0.0051 09185 9 58 Mar 15*8*
1.5454
15484

13410
13440
13440

5325 40.739

8 118
i e

UK INTEREST RATES

LONDON MONEY RATES
jun ib Over- 7 days

right notice

One
month

Throe Sfx

months monthe
One
year

tatwttink Staffing

Starting CDs
Treasury Bifc

6ft -5A 5ft -5ft 5B
5ft

5»
59

-59
-Si1
-Sft

-5ft

Ml
5ft

5ft

Sft

-5ft

-sfl
-5A
-5tf

55
56

5ft

sto
SB

SB

bA-sA
6-sa

Local authority daps. 5H -sit 5ft -5ft 5H -5ii 6H -Sft Sfi sft sft-a

Dtscourn Manet dope 6ft
- 5ft 5ft - 5ft

UK clearing bonk base lentfing rate 5ft per cent from Jm B. 1996

UdIdI 1-3 39 &9 0-12

month morttw tnorahs iiuthi

4ft
Certs d Th* «P. (£100,00® 2h .ft t.„
Cette orTw da* rode.am -

! sEw*— M— W»<%
*" MTiBBe.^«emaa B & « T35pt Rafannea

Jun

Sep
Dec
Mar
Jun

Open Seaprte* Change High

oa 10 04 09 "0.01 SM.11

94I 1 S 0419

83.97 +0.W M
B339 +0.05 93.61

33.14 tOJ>5 93-18

94.14

93.94
93 56
83.11

Low

94.1O
94.14

93.91

sa52
93A7

EsL «l Open InL

4507 48198

19021 79813

9512 BB017
3636 40264

on APT. 46 Opmi W*« kJS. >or pr**Ui

Stnte
Price

9400

Jun

0.D9

0

CALLS
Sep

023
0.08

0.02

Dee

022
0.11

o.os

Jun

0

0.16

0.41

PUTS ——
Sap Dae

0A5 0.25

0.15 0.30

0J4 058

0480 0 u
Cdh 168438 PWa

CA «k Md. Cte 1WB ha 23M. «y. epan «

EMS EUROPEAN CURRENCY UNIT RATES
Jim 19 Ecu oen. Rate Change 94 +A from 94 Spread Die.

retag against Ecu on day can, rate v weakest mcL

Spain

Belgium
Ireland

Germany

Portugal

Ha*
UK

182483 101558 -0212 -0.70 290 5

2.15Z14 2.14346 +000290 -040 1.70 3

385960 305417 +09348 -014 143 1

0782214 0292531 -0900824 004 125 -0

191007 191182 +000168 099 1.10 -1

134883 134555 +09110 013 1.16 -1

195.792 106.746 •4923 048 n an -3

728580 758226 -000128 195 OM -7

840608 648858 +000153 120 090 -11

MBEFIS
202987 302.761 -0267 358 -2J32 —
2106.15 103150 -894 -4X30 1046 —
0786852 0915373 -0000971 395 -228 -

taw By the Emyaan cwnnitelwi. Ctwendae are Hi daa ngtti.EcuoffibaliL r _ _ _ _
Pwcanu ktwnoaa are lor Ecu: a podtftemnga danotaa a weak emarc*. Hvareanoe *raa »e
noe bawean two apreads*• panrawge dteence baaaean We aoud teaHBMwMrea
fcr aourerey. and the mwdiiura panwnaci pamantage daaafai ef aw euraoqr* nertai bob tram Its

Fp«i t.tftflil nw
anr cafcuUad by tha financial tern.
parpoun^

Stake
Jd

- CALLS -

4ufl SOP Jd
— PUTS —

Aog Sep

1910 347 398 399 013 020 051

1920 298 290 3.15 024 050 077

1530 194 225 291 040 070 1.10

1940 1.10 195 196 osa 1.18 1.52

1950 099 1.18 147 i.iB 190 294

Preraus ctey^ wL CUa M89 tela 9A« . Pw. deyTaopan hu Ceai 1SW« Pub UILSBE

PMM)Slm poirtteeMOOW

Sap
Dec
Mar

Opan
94.17

8381
sasi

Latest CtwngB

94.13 -OJM
93.75 -0£t
9SL54 -008

H0t
94.17

93.82

S3lB3

Low
94.13

93-76

EsL uoi Open InL

1DQJ323 998A74
122,959 429^35
S&9SB 282,105

m us tmusuryhu putimbi Sim per ioow

i ENDING BATES

—

— X '

?— OuntsnLnwoa — Oo&iatal Scotian}- &00^ EwteBarfiLiirtBd-. 7-W i RtetSander- 5.75^ I* PMndal«ewnaB*-.7C0 Sacs. 5.75

sfWjmiRBmsifl* Co -|'Z* SaodBhVMOwtBark.S.^1
*cfwr— g^art, -fra ^ 5.75

- f5 gQutpnees Mai**1 -5.75 untod Bank ofMlML. 5.76

pVtecaja-575 L*^h BankAG Zurich . 5.75 ^ Trust BmkPfc- 5.73

5-*? reHamoros Bar* WWten Treat. —3.75
nd H_wteS Gonlfw8k.575 wnteaway Laktew— 575

1 575 -Lasrenutf 600 YoiWI*bB** -575

* Hor«t«^5 Sha,yhDl
-f‘2 gltembeaol Lordor

juSiWfrto* - S-g kiwsmniBBrtdna
W&C0LM575 joanpiiS St*ne5.75 Asjgeladon

S'* LKWSSOI* --WS . (nadmrtstratfcn

tel* >575 SSSaBorltUlJ 5.75

me Bar*. 6W jSrtBar*^-—
- Jg575 .MartCrecKCWP-'-S™

|75 |7S

JarBor* .500 •^Brethen; S75

Jun 9*94 9420 -OM 9425 34-90 246 1968

Sep 9498 9497 -002 9490 9497 1050 5.751

Dec 9441 9490 -006 94.42 0428 • SO 1981

AlCpan MeraBt Hjo. are tor orwfcut day

OfflOW (L1FRE) PMIm poina ot 100%
roteRroH!*T^PfiN0——i

Price Jut Aug Sep Dec M Aag Sep Dec
1

0880 0.10 013 0.16 012 n rvs 09B Oil 022

8675 091 093 005 005 021 023 025 050

0700 0 0 0.02 002 045 045 047 0.72

tat. Ote M89B4 Puts 90304

cezl — 1. 11 1 II HI'l
Shto — PUTS

Price Sop Dec Mar Sap Dee Mar

0750 007 098 098 030 040 076 1

9775 092 093 ntjrt 050 aeo OSS

ao. voL toot Crti 500 ft» O Preriora tey*t efien ire, Cate 88(2 Putt 4825

RUIIOUMiOmOMCpjFFE) LIDOOm potets of 100%

Stffira PUTS—
Price Sap Dae Mar Sep Dec MW
9200 069 028 029 041

015 089 051 040 040 040 1

8050 0.00 027 041 050 093 093
Eat *eL teat cm 3875 Ms 1489. Pre-tom d** open int.Cm 30700 PUS 13087

Get real-time quotes
Accurate, reliable quotes for your PC with Signal!

How much are your

investments worth this very
minute? Ifyou don't know,you
could be gaming— or losing

— thousands while yoa read

this ad. lb maximize your

profits, you must have real-time .

quotes fnxn Signal, the #1

quote suppfier in (he [/.S.—
now in Europe!

Real-time quotes for
real-tune profits!

9 "Dade the markets in real-

time with quotes for more
than 100JXO issues from

LIFFE, MATTF, all major

U.S. ftihires and stock

exchange®, and more!

I Protect your investments

wi* Emit alerts even when

your PC is turned ofl.

SpsifcangteraatDfeMitdOfe
BnodceHag CopoaODa

Sigfulgioajm
front Ihr tedangtfoon.

I Analyze real-trine quotes

instantly with the leading

analytical investment soft-

ware packages, indutfing

TradeStation. MetaStock

andV.S. A.

For infoimatioii, call

44 + 171 626 6101
Fstnmfm L72

KOREA INTERNATIONAL TRUST
lattmatfamal Dcpasbsry Rrccipte

wMwtiH B«iiefldal CentWratni
repreMBUne 1^99 Units

Noetoe it hereby jjwen to d» LtaiiJjoMw* ftai Korea iDveanuaa Tnw Ca. to* declared a

distriboikm ofWon 456,000 per 1DR ofl J)00 unto payable on Jnnc 25, 1996 in Itae

Republic of Korea.

Payments ol ooupom fio. 15 ofibe Inarmtiotal Dcfcenaty Recdpa wSD be made on

July 5. 1996 In US doSsn ai one of the Mowing offices of Mn^xn Guaranty Trim

Company ofNew Yurtc

- Bnicsetf.Amur dea An* 35

- New York, VtUl Street 60
- Irertnn. Victuria Embankment 6Ci

- Piankfnn. BomennaiaeW
Tbe amewmof tWlan dialtbc file Dd proceeds of (he rale by tbe Pond ctfthe wwi amount

toifmtjgn exdun^bank in ibe Republic of Kurea a in. -spot" nttcouinty 5, 1996.

Tilt proceeds cf Ihc coupon preieiacd after July &, 1996 wfll be convened US
dollars at the pievailing upor me of the djy fullowins thdr |aimriliar . and will be

distributed to tbe Unnbolden ba preportioc la tfacir reapeaive ewMementa and after

drrtucpon of «D taxes and charts of ifac Dq^dtfmy.

Holder* resiiSna in a country having a double Duaiioo treaty with the Rqwbbr ofKon*

may obtain payment of diete- coupon X a towerme ofIhc Herein non-resident

mnrtAnkttrtg i«
[
n»i eonrlMon Aey fumkh either in die Depoahmy or threorti one ot tbe

«ih^i»ying a geitificrte thcwmg their roridcncc toeafatj wte a ctwv of

ttu- rwrifttoif nf turn.
|
HOT rinn ai a copy of tbe prapoit for tnrfiyjduabL Thoae

the Xnnm Narioml Atlmipi»Ustk« Offce m evidence

of residence nil witbom them the filD rate of2750 pa Korean naweddeni withhoklaig

tsi will be retained.

Dcycaamy: MoitteCvmayTnwCorqapy of New York

35 Avenue tfaa An*. 1040BnK*t«

JP Morgan

SOCtETE 6ENERALE

FRF 500.000JW) SUBOfltNNXTED FLMJWQ RAJE NOTES DUE 2001
BIN CODE s XS0032089822

for the period June 19, 1996 to September 18, 1996 the new rate has

been fixed at 4,07031 %RA.

Next payment daw : September 18, 1S96

Coupon iv : 22

Amotrt: FRF 205,78 forthedenonwistion of FRF 20000

lb* Priacfpal Payfag Agmt
SOCtETE 0ENEHJUE BANK A TRUST . LUXEMBOURG

ETBA FINANCE
FWtANCtALAND ECONOMIC SERVICES SJL

(formerly GREEK EXPORTSSJL)

INVITATION
FOR EXPRESSIONS OF DfTBlEST M PURCHASING THE ASSETS OF

-ASPA PLAST HELLAS" COMMERCIAL AF® INDUSTRIAL.
PLASTIC PRODUCTS COMPANY S-A.

ETBA FINANCE Financial & Economic Services SA, eateblfehed in Athens a 1

Eratoslhenous & Vas. Constantmou Streets, in its capacity as special rqtddntor of

the above company in accordance with Decision No. 450/1996 of the Athens Court

Ol Appeal by which "ASPA PLAST HELLAS* Commercial and Industrial Plastic

Products Company SA has bran placed under special liquidation within the

framework of article 46a of Law 16921990 as supplemented by article 14 ol Law
2000/1991 and as today In force

INVITES

interested parties to express Ihelr Interest In purchasing tfw assets of ihe company

ASPA PLAST HELLAS SA* presently under special Squidation by submitting,

within twenty (20) days from today, a written non-bindna expression of interest

SUMMARY INFORMATION ON THE COMPANY UNDER UGUDATJON
The above-mentioned company has a factory which produces PVC profiles and

plastic frames. It is situated in the Lamia industrial zone on a plot 34,000m* In

area. The factory bulkftng occupies a surface area of 7,7&4m* while The offices

extend over 1,338 m*. The (adding housing the factory and offices has been built

wtth prefabricated sections ol reinforced concrete, has been fined with plastic

frames and an Industrial floor in the factory. The area surrounding the buBdng is

landscaped, with driveways. Is wafed route and contains a wsier-tank. The assets

include the entire mechanical equipment of the factory, machinery, vehicles and

tea company's name. A detailed description of the above, as vwril as a description

ol the machinery and other equipment, are contained in the Ottering Memorandum
which wfl be avaflabie to Interested parties In due course.

OTHER DATA OH THE AUCTION FOR THE WGHEST BIDDER

L Prospective buyers, on praviefng a written undertaking of oonfldentiaUy, may
receive tee offering memorandum from the offices ol tee lkjtidating company
within tee time finite prescribed by law. They shafi also have access «j any other

information ihey may seek and may visit the premises of the company under

liquidation.

II. The offering memorandum wW describe In detail the total assets of the company
far sate and wfl contain every useful information for tee prospective buyer.

III. The announcement concerning tea Pubfic Auction tar Ihe Highest Bidder will be
published within the prescribed time limits and in the same newspapers;

For any further delate or Information please apply la:

ETBA FINANCE SA, 1 Eratostfienous Street, 4th Root, Athens, Greece, Tel.

(301)7^0210 and 726JX77B- Fax: (301)726.0884.

SGA SOCIETE &ENERAIE ACCEPTANCE N.V.

naF3jOOOuOOOOODBBR5EIUKZHG AVE NOTES DUEDECS®® 17, 3397
ISIN CODE 1 X5003990B721

For the period Juie 19, 1996 to September 18, 1996 the new rate has been
fixed af 20,47657 % Pa
Nest payment date : September 18, 1996
Coupon nr: 14
Amount ; FRF 5 176.02 fcr tile denomination of FRF 100 000

FRF 51760,22 for the denomination of FRF 1000 000

The Prfadftwl Paying Agent
SOCIETE OENEKALEMM* TRUST - LUXEMBOURG
= —M rl

FAST 64 KBIT SATELLITE TECHNOLOGY
FOR COMPLETE REAL-TIME DAIA OF THE US

AM) EUROPEAN EXCHANGES
FOREX, FUTURES, OPTIONS, EQUmES, NEWS
o-e.iN

i 44iT*aaag7
Newiou

1 212 aw 4740

Share Mnmtiiiag
* FitUBdal News •Indices

'Curtoat Service -Mma'
Lto— ay te i stocnptmiwa

Tab 01344 48606*1teW2M 409653, t

tj9W

TbeFTGOOKTOW(N^CnBKI2<K3e^pat£teodtaMax!hgrii

|

pgBpMta«teawahtgwer300aiitgidt«,teiiowgalbblabyi8«fii|gfliclBflowtn8

1

nBnfasAHkfiwfeeviedttlWBdMcfyeirteteecliBe.8891437081.
CMk ate danfBdK39ptekict>eapare rod 49phatatetel otter times. Poraaviee

|cetek>ofco'DKpteaacldqi»ano-i44r71g734378forde6ti)acnChyte»tr*rvnrotrtaLl

If you would like 1o advertise, or require any

further Information, please contact:

Jeremy Nelson

Tt-I: 0171-S75-3447 Fax: 0171-S73-3062





27

FINANCIAL TIMES THURSDAY JUNE 20 1 996







30 FINANCIAL TIMES THURSDAY JUNE 20 1996 /

ft

M
hi

£
ss-

Go
V

£

|
£
$

$
w,

B
£ur-

0?

K-

3
tv;

§
H3>

KY
;»
i*

If
CW
p*.

He

Li;

Uo

Pm

Key

LONDON STOCK EXCHANGE
MARKET REPORT

Disappointing retail sales news restrains shares

Equity shares traded

TuiiwwrBy wfcunejmffonj. Eaduotno:

inoo-niqriMMakHSSondovHBaaBUnover

By Steve Thompson,
UK Stock Market Ecfitor

There was clear evidence of the
hangover effect in London's stock

market yesterday, with many deal-

ers preferring to concentrate on the

post-match analysis of England's
defeat of Holland in the European
football championship.
The market received little help

from the day's economic news.
Expectations of a big increase in

high street sales during May.
fuelled by the bullish report issued

last week by the British Retail Con-

sortium, were demolished by official

figures published yesterday. They
stated that sales during the month

actually fell by 0.1 per cent, against

a consensus forecast of a rise of 0.4

per cent
The economic news was seen by

some market observers as strength*

pning the chancellor of the exche-

quer's hand, after he insisted on a

quarter of a percentage point inter-

est rate cut two weeks ago.

European markets paid scant

attention to a good early showing

by Wall Street, where the Dow
Jones Industrial Average posted a

near 40-point gain shortly after the

start of trading.

A quiet trading session crawled to

a close, with the FT-SE 100 index

ending another sport-affected ses-

sion a net 3.2 off at 3,753.2, bang in

the middle of its recent 3,650 to

3^50 range.

The market's second line stocks,
represented by the FT-SE Mid 250

index, performed marginally better

than the leaders, with that index
ending the day 0.4 higher at 4.455.L
Commenting on the day’s events,

or rather the day's “non-events”, as

one of the market’s big traders put
it: “With all the distractions of foot-

ball, cricket and racing, we need a
big shift in sentiment, which will

have to be triggered by either shock
economic news or a big political

story.” Tongue in cheek, he said the
odds favoured a UK political scan-

dal as the bast bet to produce a
market slide.

Turnover in equities just pene-
trated the 700m-share mark, eventu-
ally reaching 703.7m shares at the
6pm count, and was boosted consid-
erably by at least two programme
trades, said to have been executed
by UBS and BZW.

Activity was divided almost 50/50

between Footsie and non-Footsie
stocks. The value of customer busi-

ness in equities cm Tuesday was
£L7bn, well down from Monday’s
level of SlAbn.
Equity strategists were not too

disheartened by the retail sales

news, pointing out that the slow-
down could increase the likelihood
of further interest rate cuts in the
UK. One said that the market

needed more than a big bid to get

going again; it also needed a sub-
stantial shift in either direction.

Telecoms group Cable and Wire-
less, where trading was given a sub-
stantial lift by a Hoare Govett
“buy” recommendation issued on
Tuesday, made further rapid prog-

ress yesterday.

The utilities sectors were again
given a boost by the revival of
rumours that more takeover devel-

opments are fanmimmL in the finan-

cial sector, Lloyds TSB shares were
driven ahead by a Cazenove recom-
mendation. while life assurance
stocks staged a good rally on hopes
that the Sun Life flotation an Mon-
day will get off to a good start.

Apr

Seunso: FT Extal

Indcat and ratios

FT-SE 100 3753-2

FT-SE MW 250 445S.1

FT-SE-A 350 1B97.1

FT-SE-A An-Share 188316
FT-SE-A AB-Shara yteW 3.82

Best performing sectors
1 Leisure & Hotels

2 Electricity

3 Tobacco
4 Extractive bids — -
6 CH Exploration

-32
+0.4
-1.2

-1,23
3.82

_.+1.3
„+0.9
—+0.7

...+0.6

—

+

0.6

FT OnUnary Index 2768.8 -7.9

FT-SE-A Non Fins p/e 16.87 16.88

FT-SE 100 Fut Jun 3749.0 -2.0

10 yr GW yield 8.14 8.14

Long gilt/equity ytd ratio: 2.21 2.21

Worst performing sectors
1 Od: Integrated -0.8

2 Parmawutfcah -0.8

3 Diversified Inda -0.6

4 Mineral Extraction — -as
5 Textiles 8 Apparel -0.4

Dividend
worries
at BTR
Shares in leading conglomerate
BTR moved deeper into low
ground for the year, as a prof-

its downgrade from BZW
linked up with growing con-

cern over the durability of the

dividend.

"Dividend cover on current

earnings forecasts is not too

bad. but cashflow cover has
always been on the slim side.”

said one broker yesterday.

The shares, which stood at

325p prior to the group’s mid-
May profits warning, came off

3 to 256p for a three-day
decline of almost 3 per cent.

There was talk that BTR.
which hosts a round of City
lunches with analysts next
week, may put out a further

trading statement. Most bro-

kers discounted this as "undis-

guised rumour'', but were
unanimous in suggesting that

the planned City meetings
would, in effect, prove to be a

damage limitation exercise.

BZW, joint broker to the
company, reduced its profits

estimates for this year and
next by 3 per cent. Rival
houses said that the broker
was mostly coming into line

with the City consensus.

A further worry for the
shares is that they are now
below the 258p at which war-

rant holders can buy into the
stock later this year. From this

distance, it looks as if BTR is

set to forgo some £300m of war-
rant conversion proceeds.

Leisure and hotels giant

Granada Group was the day's

best performer in the Footsie

as it rose to an all-time high
following a strong recommen-
dation from a broker.

The shares jumped 20 to

868p, on volume of 2.8m, after

Kleinwart Benson reiterated its

buy stance on the stock.

In a positive review on the

sector entitled ’A golden age

for hospitality’, the team at

Kleinwort Benson said they see

the stock rising to 900p in the

short term. Kleinwort also

addressed recent concerns
about the lack of hotel dispos-

als following Granada's take-

over of Forte earlier this year.

It said: “We are not worried

about the lack of such sales, as

Granada is improving the trad-

ing of those businesses."

Dealers also suggested that

the share price rise was, in

part, due to a shortage of stock

early in the session.

Kleinwort Beason is also

positive on Ladbroke Group.
Shares in the UK gaming and
hotels group hardened 2 to

I86p amid heavy trade of 8m.

The stock was also heavily
dealt in the traded options sec-

tor, where the equivalent of
another 3m were traded.

Bank Organisation was
another of the stocks favoured

in the review and finished 4

ahead at o2Sp in trade of 2£m.
Manchester United leapt IS

to 459p as the market digested

Tuesday’s news that the Abu
Dhabi Investment Authority
had acquired a 4 per cent stake

in the company.
Kingfisher shrugged off

Tuesday's bout of profit-taking

and moved ahead 9 to 639p
after UBS reiterated its buy
stance and upgraded profits

expectations.

The securities house raised

its current year estimate by
£l5m to £340m but made a
more significant upgrade for

the following year, lifting Its

forecast by £30m to £395m.
UBS cited the recovery in DIY
sales for its move.

In the rest of the sector, con-

tinued profit-taking, together

with disappointing retail sales

figures published yesterday,
prompted a decline in several

stocks. Weakness was seen in

Boots, 5 lower at 601p, House
of Fraser, where the shares
came off 3 to 18Gp, and Body
Shop, 2 lighter at ISOp.

Telecoms group Cable and
Wireless continued to make up
for recent lost time, rising 7V*

to 427%p in the day's heaviest
Footsie volume - 16m shares -

to notch up a two-day advance
of 4 per cent
The resurgence in the

shares, which stood at 554p in

April prior to the collapse of

merger talks with BT, follows a

strong buy note from ABN

Amro Hoare Govett, which
upgraded its stance from
“undervalued".
BT reversed a recent strong

run with a 2Y, decline to 372p.

There was a vague rumour
that the group was planning a
biggish foreign deal, possibly
in North America. One analyst
suggested that BT may be
about to increase its stake in
US telecoms giant MCI from
the current 20 per cent.

Talk that one of the bigger
US houses had turned negative

on cellular stocks was cited as
the main reason for a 3V4 set-

back to 242Vip in mobile
phones group Vodafone, which
ended as the worst Footsie per-

former.

English China Clays, which
recently touched a six-year low
of 2S5p, bounced to the top of
the FT-SE Mid 250 rankings
with a rise of 7 to i»lp. A
leading broker was said to

have put out a note saying the
stock had been oversold.

FINANCIAL TIMES EQUITY INDICES
Jim 19 Jun 18 Jun 17 Jyn 14 Jun 13 Yr ago •High low

Oldbury Share 27B81 2776.8 2784.5 2782.7 2781.5
Ord. c«v. yield 404 4.03 4.02 4.03 3.99

P/E ratio net 16.33 1817 16AO 1038 16.19
PIE ratio nd 1624 1628 1831 1629 15.98
Ordinary 9nre Mdm snee gjngUUun: high 280S.2 WW3& tow 40.4 2MKT40. Bos* DC* 1/7/XL

Ordinary Shore hourly changes

Open SjOO 1000 11JOB 1200 13.00 14.00 15LOO 1IUM Mgh Low

25330 28862 2606.7
4.20 4.00 3.76

1513 17.25 15.96

15.70 1703 15.78

2771.7 277S.1 Z776.0 277421 2773.6 2773^ 2771J 2788^ 27618 2777J 2767^

Jun 19 Jun 18 Jun 17 Jun 14 Jun 13 Yr ago

SEAQ bargains. 28.TTO 37.660 30JCB 30.612 30232 21.77B
Equity turnover (B»Vt i7taa 19033 24143 188721 1341.1
EqUty bargalrtet 33202 34,651 38.485 35J07 31.469
Shares traded (rnQt 622J 6408 793 799.4 538JB
lEKteflng Whom teoktere and oraneaa urnonr.

Jun 19 Jun 18 Jisi 17 Jun 14 Jun 13 Yr ago •High Tow
FT-SE AIM 1105.70 1110/«3 1118.80 1121.60 1113,70 - 114040 985.70

TorlKfl,

London marturt: data

Rtoes and fate* 52 Week highs and lows 1 UFFE Equity options

Total Rises 445 Total Highs 81 Total contracts 37,467
Total Fate 640 Total Lows 34 Cate 15.241

Same 1.840 Puts 22226
Juw 19*0ata based on Equfty shares Wad on the London Share Service.

TAX -ACCOUNTING -LAW
Subscribe to these newsletters for the highest quality, practical guidance

for professionals. For further details please tick relevant box:

Business Law Europe - instant overview of national, pan-
European and global legal developments shaping European
business in a twice monthly format.

East European Business Law - the reliable guide to fast

changing laws in exciting new markets.

World Tax Report - analysing, country-by-country, the
important changes in tax jurisdictions.

World Accounting Report - practical analysis of
international developments in accepted practice.

Priced between £250 and £350 these Management Reports represent

the best value for those requiring the latest research. Mease tick

relevant boxes for further information:

European Tax Systems European Accounting Markets
Accounting Harmonisation in Europe German Accounting

Explained Buying and Selling Accountancy Services Buying
and Selling Legal Services International Guide to Interpreting

Company Accounts International Stock Exchange Listings

Company Reporting in the USA
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Johnson Matthey continued
to weaken on stock overhang
worries. The shares fell 20 on
Tuesday, following a move by
SBC Warburg to place a large

line iff stock, and dipped 2 to

628p yesterday in trade of 3.6m.
Tomkins ended 3 lower at

247p, as investors were once
again said to be losing patience
with the ahsence iff news on
Gates Rubber, the group's
$L4bn US takeover.

The talk yesterday was that

tax implications for the foun-

ding family were htJfljwg up
foil ratification of the deal.

A downbeat trading state-

ment and news that the dis-

posal of the group's interest in

Cape will be earnings dilutive

left Charter off 34 at srujp.

TT Group dipped 4% to
350V=p in 7m traded, as John-
ston Group, in which TT is

attempting to take a 27 per
cent stake, hit out at the role

of TTs merchant bank adviser.

Regent Inns fell 12 to 229p as

the stock reacted to fears of

greater competition following
Greene King’s recent acquisi-

tion of the Magic Pub Group.
The stock was also said to
have been the subject of gen-

eral profit-taking. Greene ftmg
improved 7 to 699p.

Food producer Unilever
moved forward 10 to 1267p In

busy trade of 2.4m, with SBC
Warburg said to have shown a
keen interest in the stock.

Hazlewood Foods finned 2 to

104p as the stock responded to

a buy recommendation from
SGST. The broker believes that

“with progress now being
made the stock deserves a sig-

nificant rerating”.

Dealers said they expected to

see Vanx Group return to the

top of the list of bid targets,

after it was revealed that Mer-
cury Asset Management bad
raised its holding in the com-
pany from under 3 per cent to

10.41 per cent Shares in Vaux
closed unchanged at 284p,
while those in MAM also held
steady, at 958p.

In food retailers, Argyll

Group was the main feature of

the day after Kleinwort Benson
reiterated its positive stance on
the stock and the sector. Argyll

shares appreciated 7 to 353p in
trade of 4J5m,
Kleinwort said: "The con-

sumer background is strong
and should strengthen
throughout the year, and
supermarkets have demon-
strated through their market-
ing that they can attract a
larger share of consumption.”
Turning to Argyll in particu-

lar. the broker added: “We see
(the company) as being at the

forefront of technology devel-

opments in the industry
”

Asda saw heavy volume
11m as it finned to U8Kp.

MARKET REPORTERS*
Joel KIbazo, Jeffrey Brown,

Herpnder Kutar.
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Dow rebounds as tech Senior bourses shiver in mid-afternoon
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stocks regain ground
Wall Street

{JS share prices rebounded
from Tuesday's weakness in
midday trading as technology

shares regained their footing,

writes Lisa Bransten in New
York.

By early afternoon, the Dow
Jones Industrial Average was*

up 33.98 at 5,662.01. the Stan-

dard Afoot's 500 had risen 2J31

to 664.37 and the American
Stock Exchange composite was
0.85 firmer at 589.34. NYSE vol-

ume came to 228m shares.

Equities paid little heed to

volatility on the bond market,

where traders reacted to specu-

lation that the Bank of Japan'
might raise interest rates in

the wake of Tuesday's strong

figures on gross domestic prod-

uct growth.
Technology shares stabilised

after five sessions of losses as

some of the hardest hit issues

posted small gains In early

trading. The Nasdaq compos-

ite, which is about 40 per cent

comprised of technology
issues, added 4.B3 at 1,187.71. In

the five sessions to Tuesday
the Index had lost about 4 per

cent of its value amid nervous-
ness about earnings at several

technology companies.
Some of the hardest hit

shares managed to post modest
gains. Iomega, which makes

computer disk drives, added

S4'A at $3114 to reverse part of

the $10% or 28 per cent it shed
on Tuesday; America Online,

the online service provider,

which had fallen $14% so far

this month, rallied $1 to $4$
and Intel, the semiconductor
maker, improved S1V4 to $71%,

regaining some of the $6% it

had lost since last Wednesday.
IBM also rose in the wake of

recent weakness. Shares in Big
Bine were $% stronger at

$102%. Other rising issues on
the Dow included Minnesota
Mining & Manufacturing, up
$1'/. at $68%,. Procter & Gam-
ble, $1% stronger at $89%,
Goodyear Tire A Robber,
which firmed $1 to $48%, and
Boeing, $1% dearer at $84%.

ValuJet, the beleaguered air-

line which shut down its

operations on Monday under
pressure from the Federal Avi-

ation Administration, recov-

ered $1 of the $3% it fell on
Tuesday, bringing the share

price to $TA.

HAR Block slipped $V± to

$33% after reporting weaker
earnings than analysts had
expected.

Canada

Toronto was propelled higher

by rising gold issues in midses-

sion trade. Investors were said

to be reshuffling portfolios

with an eye on Friday’s triple

witching in Toronto and New
York.
The TSE 300 composite index

was 16.65 higher by noon at

5,077,30 In volume of 45.6m
shares. The gold and precious

metals sector rose 105.48 to

11.657,40.

Active golds Included the
heavyweight Barrick Gold,

which gained C$030 to C$3835
in high turnover.

SOUTH AFRICA
Better than expected first-half

sales figures drove De Beers

R3.75, or 2.6 per amt, ahead, to

B141 in Johannesburg. Else-

where, gold shares were 8.1

per cent higher in active trade,

as bullion held above $386 an
ounce, but industrials were
at, torn between a strong
futures dose on Tuesday ami a
softer Wall Street overnight.

The overall index rose 40.6

to 6£6&5, industrials eased 3.6

to 8,143.6 and golds Jumped
54.3 to 1332.2.

Two companies put in

robust performances as they
made their trading debuts.

Educor climbed to R3 before

settling at R2.78, comfortably

above the Indicated price of
K2.40. Chillers, the food sales

and distribution group, ended
at R1.20, a 20 per cent pre-

mium to the offer price.

Mexico City overcomes weakness

A number of senior bourses
shivered in mid-afternoon,
apparently on worries about
interest rates, FRANKFURT
was pulled both ways.

The Dax index bottomed at

an Ibis-indicated 2,539.45 on
fears of a Japanese rate rise

after Tuesday's strong GDP
data; but it closed with a more
moderate decline, 9.77 lower at
2^46.04. Professionals said M3
data, due imminently, could
show lower than expected
money supply growth.
Meanwhile, turnover rose

DM3.1bn, or 40 per cent, to
DMl0.7bn, although anecdotal

evidence had suggested a lazy
day. Mr Detlev King, head of

equities trading at B Metzler,

said that professionals had
been anticipating tomorrow's
“triple witching" expiry of
DTB futures and options con-

tracts.

In retailing, the quoted com-
ponents of the Metro merger
nhaHreri up hefty gains, AskO
jumping DM83, or 7.5 per cent,

to DM1,185 and Earstadt
DM25.10, or 4.4 per cent, to

DM602.
Mr Slug observed that Ear-

stadt, Germany’s biggest
department store group, had
always rated a premium on
quality grounds; at the end of

March it was priced at

DM555.50, against Kaufhofs
DM471x90. There were dissident

Kaufhof shareholder groups,
which wanted better merger
terms than, those currently on

the table; they would need to

have some success, he said, to

justify the present share price.

PARIS, in its pragmatic way,
bounced Moulinex up by 21 per
cent, although the French
industry minister Mr Franck
Borotra told parliament that

the kitchen appliance group's

restructuring plans, involving

the loss of 2,600 jobs, were
unacceptable to the govern-
ment in their present form.

The CAC-40 index fall in line

with the bond market, off 7.24

at 2,100.70 in turnover of
FFr4-29bn. Moulinex (dosed
FFr17.20 better at the day’s
high of FFrS8L20, well after Mr
Borotra’s remarks.
Other consumption stocks

figuring among >the day’s win-
ners included Bic, the pen-
maker, up FFr24 at FFr745 an
strong D5 demand and short-

covering; Canal Fins. FFr44
higher at FFrLMO after CS
First Boston started coverage
with a buy recommendation;
and Skis Rassignol, FFr39 to

the good at FFrL943 on a 19

per cent rise in 1995-66 profits,

and a cautiously optimistic

outlook for the current year.

ZURICH witnessed a turbu-

lent day’s trade in Brown
Boveri after reports that Mal-
aysia's high court had ruled
against a $5bn hydro-electric

project, due to non-comphance
with environmental regula-

tions. Shares in Brown Boveri,

leading the consortium which
was to build the d«n

,
reoov-

Indices
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ered from a low of SFrl,529 to

ffwfch SFriO higher an balance

at SFrl.550. as the company
insisted that it expected no
delay in the project

the broad market was also

higher on derivatives linked

trade flhsad of Friday’s Saffex

futures and options expiry. The
SMI index finished 15.3 ahead

at 3,643.6. but in very thin

volume.
The Novartis partners

remained ta favour, with Ciba

registered up SFr30 to SFri.478

and Sandoz registered adding

SFr20 at SFrl^SO.

STOCKHOLM featured an 11

per cent surge in Hennas &
Maurice as the clothes retailer

announced much stronger than
expected pre-tax profits tor the

six nmwthg to May 31. The
shares rose SKr57 to SKr572 in

hefty turnover of SKrlS&n.
The Afrarsvftrlden General

index edged just 0.6 higher to

L97&5, weighed upon by down-
beat performances from Astra
and Ericsson.

Astra eased SKi3 to SKr286,

white Ericsson, lost SKrO.5 to

SKri50.5, pressured by the per-

formance of high-technology
stocks an Wall Street Asea fin-

ished SKr4 weaker at SKr505.

MILAN turned back from the

day’s best levels as the market
awaited inflation figures from
three cities, semi as crucial to

the timing of a cat in Interest

rates. The Comit index regis-

tered a rise of 554 to 67L66,

while the Mibtel index finished

5 lighter at 10,668, off a high of

10,737.

After the market closed, data

from Milan
,
Palermo and Tri-

este suggested that June infla-

tion fell to 3.9 per cent, below
the 4 per cent level that the

Bank erf Italy has hinted would

trigger a rate cut Another
seven cities are to publish

their inflation data today and
tomorrow.

Alitalia, the loss-making
state airline with I3~2 per
cent of its shares floated

on the stock exchange, -forged

ahead L63 to L720 as it

announced an historic break-

through with unions on its

plan to restructure the com-

wmiy.

AMSTERDAM saw profits

taken the AEX index closing

5.85 lower at 558.10.

Volume was said to be low.

but the pressure was most

noticeable in heavily weighted

stocks: Philips slipped ET1.10

to FI 57.10, PTT by FI 1.30 to

F164.90 after recent buying
interest, and ABN-Amro by
FI L30 to FI 90.60 in a mixed to

lower financial sector, after a

good day on Tuesday.
MADRID offered a less posi-

tive version of Tuesday's story’,

banks gaining a little but elec-

trical utilities slipping by
more. The general index eased
0.83 to 371.09 in turnover of

Pta49.6bn, relatively high as
switching continued between
the two sectors.

Outside the mainstream, the

metals company Acerinox fore-

cast good but lower results,

and announced an effective

ptalOO a share return of capital

to shareholders. The shares

rose Ptal40 to Ptal3,500.

MOSCOW fell from Tues-

day’s peaks as speculative

fever cooled and after Presi-

dent Yeltsin's new security

chief, General Alexander
Lebed, talked ofplots and polit-

ical pressure.

The key indices fell by
between 0.6 and 6.35 per cent,

the Moscow Times index com-
ing out 17.40 Iowa: at 256.67.

Written and edited by William

Coctuane and Michael Morgan

ASIA PACIFIC

Fear of crackdown hits Shenzhen B shares
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Mexico City overcame mid-morning weakness as

investors refocused on a spate of positive news
to push prices up, and the IPC index edged 4.68

higher to 3.206.83.

Analysts attributed the initial decline to a
lack of interest from foreign investors, thought
to be awaiting second-quarter warnings results

in coming weeks. This was subsequently out-

weighed by a reassessment of Tuesday’s pri-

mary Gates auction, when rates dropped further,

and the announcement of a $3bn floating rate

note to help pay off the emergency 1995 loans

from the US.
SAO PAOLO edged down in midsessfon trade,

surprising some analysts who had expected a
more positive response to repeats that the gov-

ernment might create a privatisation ministry

to speed up the sell-off of stale owned assets.

The Bovespa index had slipped 180.49 by noon
to 58,166, with investors also unmoved by news
that the government would make available $lbn

in credits to exporters over the next 12 months.

EMERGING MARKETS: IPC WEEKLY MVESTABLE PRICE INDICES

Market
Ho, of

stocks

DoBar terms
June 14 % Change % Change

1996 over week on Dec ’95

Local currency terms
June 14 % Change % Change

1996 over week on Dec *9S

Latin America (MS) 520.84 +03 +10A
Argentina (31) 886.32 -2.1 +10.7 543,073.48 -2.1 +105
Brad (58) 345.63 +1.7 +13.2 1,29458 +1.9 +165
Chite (43) 731.60 +4£ -23 1,19852 +45 -1.7

Colombia1
(15) 609.35 +0.8 +1.9 1,15656 +05 +105

Mexico (65) 52756 -3.1 +16.5 1,729.13 '2.1 +145
Peru3 pi) 210.09 +0.7 +6.5 313.59 +1.0 +125
Venezuela11

(5) 511.44 +0.8 +53.0 5548.40 +0.8 1125
Asia (632) 262.48 -0.9 +13.1

China* (24) 59.28 +1.9 +9.0 KL27 +15 +9.6

South Korea 11

(145) 112JJ2 -5.8 -10.4 118.08 -45 -ao
Philippines (35) 310-80 -3-8 +19.7 393.17 -3.8 +195
Taiwan, China* (83) 145.19 +5.8 +28.7 150.49 +5.4 +305
India7 (76) 109.39 +4.8 +36.1 13558 +5.1 +35.1

Indonesia* (44) 120.44 -3>i +9.8 152.19 -35 +11.7

Malaysia (123) 313.30 -0.7 +15.5 28853 -05 +135
Pakistan1 PS

>

287.51 -4.3 +18.5 458.09 -4.1 +215
Sri Lanka” (5) 104.65 -3.2 +0.6 126.72 -2.9 +45
Thailand (72) 355^3 -2.8 -5.5 35759 -2.9 -45
Eura/Mld East P38) 142A2 +0.6 +0£
Crech Rep (51 72.48 +0.7 +20.8 67A3 05 +26,7

Greece (47) 243.94 -0.8 +1.0 39950 -15 +35
Hungary" (8) 170.01 +-4j4 +72.7 306-30 +45 +595
Jordan (8) 170.68 -02 -7.6 254.77 -02 -7.6

Poland0 (22) 672.87 -0.0 +57.8 1.158.12 +15 +74.9

Portugal (26) 127.95 +2.8 +105 13a07 +1.7 +165
South Africa0 (63) 235.73 +0^ -8.6 211.94 +0.0 +0.1

Turkey14
(54) 143.82 +13 +375 5,404.68 +35 +805

Zimbabwe’5 © 380.50 +0.2 +38.5 55252 +05 +46.6
Composite (1118) 30046 -0.2 +8.9
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Mr Benjamin Netanyahu spent his first foil day as Israel’s prime minister yesterday,
having kiven the market the finance minister that it wanted. However, the appointment
of Mr Dan Meridor to the portfolio failed to provide a spur to the recently volatile
Mishtanim index, which closed 1.2 per cent down at 203.57. Mr Meridor, a former
justice minister and acting finance minister for four months in 1990, is a lawyer and
key Likud insider.
His economic philosophy is described as liberal, serious and non-interventionist. Mr
Meridor marked his appointment with a pledge yesterday that measures would be taken
soon to deal with this year’s budget and current account deficits. However, he said that
the measures to deal with the budget deficit would not include tax rises.
Analysts attributed yesterday's downbeat performance by equities to the overnight fall
on Wall Street, noting that many Israeli high-technology shares were traded on the
Nasdaq, which declined 2 per cent. They added that trading1 volume in Tel Aviv was
low, indicating that little fresh money was flowing into the market. One analyst said
that for the equity market to soar, the new government would have to show that it was
serious about changing the economy. That meant not just cutting the budget but
speeding up privatisation and farther economic liberalisation.

The steam rising from
SHENZHEN B shares in the

past few days was dispersed by
fears that regulators would
crack down on the waves of
mainland investors flooding

into what was officially a far-

eignere-only market
The B share index dived

15.60, or 15.4 per cent, to 8656,

while turnover contracted to
HK$260m from the HK$526m
recorded on Tuesday.
Analysts said selling focused

on low-priced issues. Shenzhen
Properties was the worst per-

former, dropping HK$L05, or 27

per cent, to HK$2j83.

Shenzhen securities regula-

tors said in interviews earlier

this week that a conflict had
emerged over whether to stop

citizens from buying
class B equities.

SHANGHAI Bs suffered a
technical correction, the index
dosing 1.078, or 2 per cent, off

at 52.710 in $105m turnover.

Tokyo

Worries that interest rates

would rise initially depressed

share prices but the Nikkei
average finally dosed margin-
ally higher, unites Emiko Tem-
zono m Tokyo.

The 225-share index gained
34.96 at 22,367.36, having
moved between 22,224.78 and
22,504.12. Tuesday’s stronger
than expected GDP figures
triggered interest rate fears,

and yen buying, but sentiment
gradually turned bullish as
investors focused on future
economic growth.
Volume totalled 513m shares,

against 374m The Toptx index
of all first section stocks was
up 0.47 at 1,698.63 and the Nik-
kei 300 ended 0.24 firmer at
815.02. But declines outnum-
bered advances by 581 to 453,

with 193 issues unchanged.
In London the 15E/Nikkel 50

index put an 1.27 at L504J30.

Institutional investors,
including pension fund manag-
ers. placed large-lot buying
orders across the board. For-

eign investors focused on inter-

national bine chips, including

FT/S&P ACTUARIES WORLD INDICES
-• Hw Fr/S*p Aouarteo Wand fences are owned by FT-SE feflmeOonaJ Um88d Goldman. Sachs & Co. and Standard & Poor's. The fefices are campled by FT-SE miwnaflmd and
ft* GoWnan Sachs to conjunction with the Faculty c4 Actuaries and the Institute of Actuaries. NatWesl Securities Ud. was a co-fender of the Indices.
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high-technology shares and
large-capital steels.

Hopes of steady economic
growth helped Nippon Steel,

which rose Y5 to Y365.

Retailers gained ground
ahead of the summer gift giv-

ing season. Takashimaya rose

Y2Q to YL640 and Isetan added
Y40 at Y1.630. Airlines, seen as

laggards, were bought actively

and rose by 2J per cent, the

largest sector gain of the day.

Japan Airlines put on Y17 at

Y901 and All Nippon Airways
Y30 at YU90.
Sumitomo, which suffered a

$L8bn loss from illicit copper
trading receded just Y20 more,
to Y1JI1G.

In Osaka, the OSE average

moved up 2L57 to 22^3720 in

volume of 3d9m shares.

Roundup

International buying of Pakis-

tan Telecom global depositary

receipts lifted KARACHI, with

the KSE 100-share index clim-

bing 25.77, or L5 per cent, to

1,698.60.

PCTli vouchers rose PRsL50
to PRs4]_10. A dealer said that

foreign buying, which had
stopped ahead of the Pakistan
budget, had resumed.

SINGAPORE was selectively

better, with a few active stocks

taking the Straits Times indus-

trial index ahead 24.33 to

2^9L9S, the day's best level.

Eeppel gained SJ0.5Q at

SI12.00. Cycle and Carriage
S$0.60 at S$14.60 and Carebos

SS0.30 at S$12J)0I but volume
was thin at 77.7m shares.

TAIPEI rose on market
rumours that the Chinese
leader Jiang Zemin might visit

Taiwan. The weighted index
finished 5&31 higher at 6,330.07

in turnover of T$4R8bn.
The former mainland China

official, Huang Wenfang,
hinted on Tuesday that Qifaa

would use the Communist par-

ty's July 1 birthday to answer
Taiwan’s call for a “journey
of peace” to the mainland by
the estranged island’s pres-

ident, Lee Teng-hui
MANILA and SEOUL saw

technical rebounds, their com-
posite indices rising by 16.75 to

S,186.83 and 7.25 to 869.56

respectively. In the Philip-

pines, domestic investors nib-

bled selectively following the

market's recent decline. In

South Korea, labour disputes

hit carmakers In early trading

but the impact, eventually, was
limited. Investors hoped that

government mediation would
he initiated, and put a speedy
end to the problem.

BOMBAY saw a correction

after recent sharp gains, the
BSE-30 losing 91.37, or 235 per

cent, at 3,977.89. An absence of

foreign institutional demand,
and the unwinding of long
positions, dragged prices down.

addition, extraspending to cover

higher-than-expected unemploy-

ment has to be taken into

account. Therefore, in the

absence of spending cats, the

deficit would widen in 1997 dra-

matically.

While clearly helpful, the

proposed package is limited in

scope; even so, certain parts of

it, Buch as a two-year pay freeze

in the public sector and unspeci-

fied savings of DM 10 billion,

seem ambitions. Furthermore,

contributions as a share of gross

earnings to less than 20% (cur-

rently 20.4% and rising) by the

year 2000. The announced pack-

age is certainly no more than a

first step towards achieving this

goal A farther drop in govern-

ment spending ofDM 100 billion

and a comparable tax reduction

are indispensable in order bo

boost growth and aapport job

creation. This can only be done

on the bask ofa strategy:

defining political priorities for

all government activities and

Fiscalconsolidation

in Germany:

a long way to go

Although most European governments had recognized the

pressing need for fiscal consolidation, tile preparations for

monetary union may have given the process an extra boost
In Germany the situation Is particularly critical: financing

the restructuring ofthe eastern German economy has not

only pushed public-sector deficits to unprecedented heights;

it has also greatly increased the burden imposed an the

private sector by taxes and social-security contributions.

This, in turn, curbs growth, malting deficit reduction more
difficult.

IntinwCwMl prewiT

Aohnrp, Atlanta, Bugkok.

BaraJooi, Bdjine. Bnrnt,

The German government's

recently announced deficit-

reduction package of DM 50 bil-

lion for 1997, or &b much as DM
70 billion if the social-security

system is included, looks Im-

pressive at first glance. After

all, last summer's medium-term

fiscal plan envisaged a com-
bined deficit ofDM 80 billion for

the three levels Qfgnvemrnmt in

1997. However, twelve months

Government revenues and outlays11

aa percentage ofGDP

11 all government bodies and social-security schemes; el own estimates.

several measures need the ap-

proval of the second parliamen-

tary chamber, the Bunde&rat,

where the ruling coalition does

not have a majority. Therefore,

it is likely that cats of only
around DM 35 billion might be

realized rather than the
planned DM 50 billion. This
would just be sufficient to stabil-

ize the deficit at the level we
projected for 1996, leaving it

somewhat above the Maastricht

ceiling of3% ofGDP.

Ultimately, the task of fiscal

eliminating those which exceed

a set limit

Not only will this call far

much more courage on the part

of politicians than they have

demonstrated so far: it will also

have to be accompanied by a

campaign to win broad public

support. The message must be

that, unites it undertakes a rad-

ical reform of its public finances,

Germany will still bave 4 mil-

lion unemployed - maybe even

more- in tbe year 2000.

Bombay, Bratiatoa, Bnaaals,

Budapest, Bsoni Airsa, Cairo.

Caracas,CUa^CopaibaeaL

Dahlia, Genera, GOnUar,

Grand Cayman, Hoag Koa&

Istanbul, Jakarta. Johannes'

tart Lomkn,L»
Anylwi fjnmmhnmfc

Manama. Mann* City, MBan,

Ifinak,Ifioeem,He* York.

Noredbirak, Oslo, Paris,

Pragns, Bioda Janeiro.

Sfio Raid, Seoul, Shanghai,

Singapore, St ftwnfxng.

Sydnay, Tehran, Tbfcjo,

Toronto, Warsaw, Zwith.

ago, government revenues were

greatlyoverestiraaled. Given the

meagre increase in real GDP in

1996 and the tax cuts currently

planned for next year, revenues

in 1997 will be a good DM 100

billion lower than targeted. In

polity is to stiengtoen the sup-

ply side of the economy so as to

promote growth and employ-
ment The government's nffirfai

goal is to reduce the state’s

share of GDP from the currant

51% to 46% and aodal-secarify

For more information about

Commerzbank's broad

scope of research capabili-

ties and financial services,

just contact the bank’s

head office in Frankfurt

Fax +49691362-98 05

COMMERZBANK
German know-how in global finance

m
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So who insures the insurers

?

New Designs for the Old.

First, the bad news: all over the world, in some places more

than others, the old systems of care for the aging are aching and

creaking. The figures just don’t add up anymore.

The good news is that insurers and reinsurers have long been

wise to the problem and are mounting an all-out effort

to develop broader and better ways of delivering private long-

term care.

We re talking about a giant leap in social concepts: from

“charging Peter to pay Paul” to “Peter pays Peter, and Paul pays

Paul * - the travail of a whole generation.

Swiss Re has been among the first and foremost in helping

its clients gauge the enormity of this change, to calculate and

manage the risks involved, and to design modern solutions

to the age-old problem of old age care.

Being 132 years old ourselves, and a worldwide leader in our

field, were entitled to say that weve seen it all. And we re

ready to hand on the ideas, techniques and resources weve

developed along the way.

Ifyou’d like to know more about us, fax today:

+41 1 285 40 98.

Swiss Re

JFr
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NEWS: THE AMERICAS

Sell-off call for bank that lends a hand
Argentina’s Nacion, banker to the neglected, is told to go commercial, writes David Pilling

T he marble corridors of
the grandiose headquar-
ters of Argentina's

state-owned Banco Nacidn
have not seen such agitation in
years. Not only did the bank
last week cancel a 8249m
systems upgrade contract with
International Business
Machines after the indictment
of 30 Naci&o, government and
IBM officials on suspicion of
defrauding the state. It is also

fending off something which,

to many. Is even more ghastly

than a bribery scandal: a
recommendation that the bank
be privatised.

Nacion, Argentina’s biggest

bank, is one of the few state

assets left untouched by Latin

America's most sweeping pri-

vatisation process. But a
recent report on the financial

system by Mr Gerald Corrigan,

former head of the Federal

Reserve Bank of New York,
Includes a suggestion that
Naddo. too. should eventually

be sold.

The basic case for the priva-

tisation of banks (including

Naci6n) rests on solidifying the

impartiality of the credit deci-

sion-making process and Insur-

ing a competitive, level playing

field," says Mr Corrigan, now a
senior executive at Goldman
Sachs. "Whether in Argentina,

Italy or anywhere else, govern-
ment-owned banka are not the
way to go."

That recommendation, taken

Up and then dropped by Mr
Domingo Cavallo, economy
minister, was recently

endorsed - much to the annoy-

ance of the bank’s executives -

by Mr Michel Camdessus, man-

aging director of the Interna-

tional Monetary Fund. Argen-

tina. said Mr Camdessus,
should banish sacred cows.

Sacred or not, Naddn Is the

giant of Argentina's banking
herd. It has a monopoly on all

state financial transactions,

and holds nearly 16 per cent of

total deposits in the 8S0bn
financial system - three times
more than Its nearest private-

sector rival The biggest com-
mercial network of 180
branches Is dwarfed by
Naddn's 627.

"The private banking system
could not cope with the Impact

of privatising Banco Naddn,*
says Mr Jorge Elcrza, the
bank's spokesman. Four-fifths

of the annual $8bn lent by the

bank goes to small and medi-

um-sized companies, which are

generally shunned by other

institutions. Decades of high
inflation have made Argentine
banks experts tn speculation,

but relative novices in lending

to the productive sector.

Naddn, like its private sec-

tor peers, gathers the bulk of

Its deposits in economically

robust Buenos Aires, bnt
unlike them lends mainly in

Nactoii; *a£*ed or not?

Mart* WW»oOmp«rad wWi private btffks -

Esfimsied assets as% of A&rtinata banking Sytanv

ia&taat'-'s:
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the nation’s neglected interior.

Farmers, for yean starved of

credit, make up 43 per cent of
Naddn’s loan portfolio. It has
branches scattered throughout
Argentina’s enormous terri-

tory, in places where commer-
cial hanks are but a distant

rumour,
"Naddn has two functions,

that of economic support and

that of social support" says Mr
Elorza. “It wouldn't make com-
mercial sense for a private
hank to do this."

That is part of the problem,

say Nacidn’s detractors. The
bank's socially driven lending

policies, exacerbated by fre-

quent political Trumrpnlatirm,

the bailing out of free^pending
governments and last year’s

recession, have left Its portfolio

in scary shape. According to

Fundacita Capital, a private
consultancy, 25 per cent of
Naddn's loans are non-per-

forming, compared with only 7
per owft jurying foreign bank*
operating In Argentina. Given
Its huge presence, such defects
irrfiHflnep the entire financial

system.

Mr Corrigan says it is too

simplistic to hold Nacldn
responsible for Argentina's
high real interest rates, among
the continent's most onerous.

Bui, he argues, the aiwmaty
between “high spreads and low
bank profitability" stems from
the fact that “a huge fraction

of credit is chewed up by credit

losses'*.

Given the relative sophistica-

tion of the economy, Argen-
tina’s banking system bs sur-

prisingly backward. Yean of
economic chaos and negative
interest rates have.stunted Its

development Only one in five

Argentines has a bank
account, the rest dealing exclu-

sively In cash. Total deposits

represent a mere 16 per emit of

gross domestic product, half
the level of neighbouring
Chile.

Credit Information is also

poor. The absence ofa clearing

system means inter-bank
transactions are settled in
«v»h, That explains the bum-
per-to-bamper armoured

vehicles lining Buenos Aires’

financial district

To tackle such shortcomings,

"we need a crash course pro-

gramme to build up financial

infrsstracfrue.so the banking
system can expand its range,

availability and efficiency",

says Mr Corrigan.

Mr Elorta disagrees. “We
have to modernise the bank
and give it an efficient and
competitive management," he
says. “But from within."

The central element of that

modernisation, however, the
ill-feted IEAf systems upgrade,

is now subject to the vagaries

of Argentina’s legal system.
The contract, due to be com-
pleted in May, hangs in
suspended animation while
NaclOn’s new board -

appointed In September to

replace the disgraced previous
administration - prepares to

do legal battle. It could be IB

months before any new system
is installed* admits Mr States.

It could be longer still before

Argentina’s ftnandaT system is

robust enough to permit
Nadbn’s privatisation. Besides,

says the head of a foreign
bank, “they need Nacldn to
subsidise agriculture and to do
many other thlngK that WOUld
be dtfBmtt if the government
did not contort it

1 don’t believe they will pri-

vatise it," be says. “H they do,

It will be years from now."

Clinton aide named in trial New supervisor in place
By Jurek Martin, US
Editor, in Washington

Mr Bruce Lindsey, one of

President Bill Clinton's closest

aides, has been namad as an
unindicted co-conspirator by
the prosecution In the latest

Whitewater-related trial that
began in Arkansas this week.
Two Arkansas bankers,

Mir Herby Branscum and Mr
Robert HID, are accused of hav-

ing improperly diverted about
$13,000 of deposits to Mr Clin-

ton's 1990 election campaign
for the governorship of the
state and of having concealed

the transaction from hanking

authorities.

A lawyer for one of them
said in Little Rock yesterday

that he had been advised by

the Whitewater prosecution

team that Mr Lindsey, at the

time also one of then Governor
Clinton's inner circle, would be
named in court during the trial

as being aware of the transac-

tions.

Mr Lindsey is expected to be
called as a witness during the

trial, at which Mr Clinton will

also testify via videotape from
the White House, probably
early next month.
Mr Mike MeCarry, White

House press spokesman, said

yesterday that the legal refer-

ence had been expected, that

Mr Lindsey had already
declared Ms innocence under
oath and that he would there-

fore stay in his present post
The term unindicted cocon-

spirator is a piece of legal jar-

gon made famous during the

Watergate era in the 1970s. and
may be variously interpreted.

It may be a prelude to prosecu-

tion but may also indicate that

insufficient evidence prints for

an indictment
The White House tods tile

latter view yesterday, with Mr
McCurry noting that, after

many months of Investigation,

no charges had been brought
directly against Mr Lindsey.

When he first came to Wash-
ington with the new Clinton

presidency, Mr Lindsey was
nominally in charge of appoint-

ments. But, than and HOW, his

role has expanded into that of

a major adviser in the kitchen
cabinet, inside the White
House and whenever the presi-

dent travels.

By Juittk Martin

The White House yesterday
tried to contain the damage
from the embarrassing disclo-

sures of its acquisition of FBI
confidential files. It appointed
a career civil servant to super-

vise its personnel security

office.

Mr Charles Easley, who first

joined the Reagan administra-

tion 10 years ago, replaces Mr
Craig Livingstone, a
long-standing, although until

Ms appointment to the White
House, low-ranking Demo-
cratic political operative, who
was placed on “administrative

leave" on Monday.
In announcing ih> move, Mr

Jack Quinn, President Bill

Clinton’s legal counsel,

insisted there was “nothing to

Indicate there was a political

motivation behind this."

More than 400 FBI files,

mostly on prominent Republi-

cans, were passed to the White
House in 1993-94, tn what Mr
Lends Freeh, FBI director, has'

called “an egregious violation

of privacy."

The White Bouse action
came as a House of Represtti-

tatlves committee began its

first day of hearings on the

issue. It also followed Tuesday
night’s announcement that Ms
Janet Reno, tls attorney-
general, had directed the FBI
to re-open Its investigations

because Mr Kenneth Starr, the

special counsel on the White-

.

water affair, had concluded
that it was outside his remit •

Congressman William din-
ger of Pennsylvania, Republi-

can pimkiwmi of tiie govern-

ment reform committee in the
House, welcomed the appoint-

ment of Mr Badey sod the re*

introduction of the FBI, but
then launched a fierce attack

on “the casualness with which
this White

.
House has

approached many area* of
security and protocol."

He found it “incredible" that

Mr Livingstone had only been
placed on paid leave two days
ago. Mb' Clltiger oftttded to tile

fact that Mr Livingstone's

direct superior, Mr William
Kennedy, had been a partner

in the Arkansas law firm
which also employed Mrs Hil-

lary Clinton.
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Italy condemns
US law on Cuba

and of next month.

In Europe’s strongest warning against tfaaiBMrtn
law Mr Lamberto Italian foreign minister, said the El?

would be forced to take retaliatory action in response to a

unilateral US act

He received support for the idea ofpreparing

countermeasures from Mr Jacques Swrter, European

Commission president, at a joint nwscooferenre at the

gurope&n parliament in Strasbourg, two days before the EU
summit in Florence. “Xt is not a good Idea to attack your

twrtners to reach your adversary. We cannot accept the

exterritorial powere from the Hehns-Burton MIL" said Mr
Santer.

The Hehns-Burton law is named after Its anti-communist
Republican sponsors in Congress. It provides for legal action

in the US against foreign companies and their executives who

“trafflek" in expropriated property once owned by US citizens,

including Cuban exiles. Lionel Barber, Brussels

Cigarettes for Havana
The Brazilian cigarette-maker Souza Cruz, a subsidiary of

Britain’s BAT Industries, has started to make cigarettes for

Cuba’s hard currencyinternal market, In ajoint venture with

a Cuban state partner.

A small initial manu&cturing line producing black tobacco

cigarettes, under the brand name Popular, was begun this

week at the renovated Ren6 Array factory in Havana. It is

operated by BrasCuba CigHirfltas, a SOSO joint venture

involving Yolanda Participants, a loo per cent owned
subsidiary of Souza Cruz, and Cuba’s Unldn de Empresas del

Tahaoo (Uneta). No details were available of the production

level. PascalFletcher. Havana

Canadian MP bounces back
Canada's farmer deputy prime minister, Ms Sheila Copps,

regained her old job yesterday after winning a by-election in

her home town. Hamilton, Ontario. The election was called

month after Ms Cbppa had come under pressure to fulfil a

promise that she would resign if the ruling Liberals felled to

cany out a pledge to replace the unpopular 7 per cent goods

and services tax (GST). The government has admitted that it

has failed to find a suitable replacement

Ms Copps Won the by-election, held oh Monday, by a wide

margin. The result revealed a relatively strong showing by the

Progressive Conservatives, reduce! to only two MPs in the

1993 general election. Bernard Simon, Toronto

Caracas gives tax discounts
Venezuelan authorities are enticinglale-payers to settle

overdue taxes by offatog a discount of as much as IS per cent

on liabilities. The scheme, which Includes pardons on some
paialties, applies to business and personal income, and to

property taxes, as well as customs tariffs incurred through the

fiscal year ending in UM.
The tax amnesty is to end In October. Ths heightened

campaign far better tag compliance fallows an announcement
by the state tax authority, SeMat, that collection has exceeded

its goals for the first five months of 1996 by 20 per cent Even
so, Venezuela has the lowest tax compliance In Latin America
after Haiti, says Setflt Raymond Colitt, Caracas

NEWS: WORLD TRADE

Thailand reverses policy on cutting tariffs
By Ted Bardacke in Bangkok

Thailand has reversed its

decision taken Just a month
ago to reduce tariffs on
import8 of some constuner
goods and Is considering rais-

ing tariffs on other goods after

pressure to control a widening
trade deficit.

Tariffs on textiles were
restored to 10 per cent after

being cut to 5 per cent last

month. Tariffs on ready-made
garments were raised to 30 per
cent from 10 per cent, a level

stQl below the original 46 per
cent tariff rate.

A government spokesman
said tariff cuts on other prod-

ucts. such as leather shoes and
bags, cosmetics, perfume and
tableware, may be reversed as
well, though manufacturers'
concerns on these products
may be addressed by towering
tariffs on raw materials rather

than raising duties on
imported finished goods.

A derision on bow to proceed
with these other goods was
expected within a month, the

spokesman said.

The tariff reversal is a direct

response to vociferous com-
plaints from Thailand's private

sector and worries that export

growth is stowing while impart
growth shows no signs of
tapering off. In the first quar-

ter of this year, exports grew
only 7-fl per cent, compared
with 34 per cent for all of 1996

and 21.7 per cent In the fourth

quarter of last year.

The move also comes amid
concerns of some in south-east

Asia that the region's tariff-

cutting push may be losing

momentum.
Officials from the Associa-

tion of South-east Asian
Nations (Asean) recently gave
a lukewarm response to a Phil-

ippine proposal that the Asean
Free Trade Area (Afta), which
promises to reduce all tariffs

within the region to 6 per cent

or lees by 2003, be opened to all

countries on a Most Favoured
Nation basis.

Despite being one of the
most forceful advocates of free

trade in the region, Thailand

said Afta should try to consoli-

date internally first before

looking at the opening
up the scheme to other
countries.

Thai government officials

stressed that most of the items
affected by the new tariff mea-
sure come from outside Asean,
primarily Europe ahd Japan,
and therefore the country
would have no trouble meet
frigs its Afta commitments.
They also claimed tile restored

tariffs woe still low enough to

comply with. Thailand's com-

mitments to the World Trade
Organisation,

The reversal marks the flttrt

major policy change by new
finance minister Bodi Chun-
nananda, who has moved
quickly to establish conserva-

tive yet pto-growth credentials

in contrast to his predecessor

ousted earlier this mouth, Mr
SuraiJart Sathirathai, who
favoured more international
liberalisation while attempting
to engineer a controlled Slow-

down of the booming Thai
economy.

'

Balancing fair trade and fair work
Guy de Jonqui&res and Frances Williams on a vexed issue dividing policy-makers

D ifferences over how to respect
human rights and stamp out
exploitative labour practices

arc threatening to drive a wedge
between international trade policy-

makers.
The issue, which has been simmer-

ing for several years, seems likely to
come to the boil at the ministerial
conference of the World Trade Organi-
sation in Singapore in December.
Some observers fear it might even
overshadow the agenda and prompt
rancorous public squabbling.

The US. with some support from the

European Union, Japan and Canada,
Is pushing the WTO to discuss trade

and labour standards. They are expec-

ted to press their case again today at
a meeting in Geneva of WTO ambas-
sadors. chaired by Mr Renata Rugg-
iero. the organisation's head.
Their demands are adamantly

opposed by most developing coun-
tries, which suspect the west really
wants a pretext for trade protection.

Even the EU Is split France and
southern members back US demands.
But they are opposed by Germany,
the Netherlands and by Britain -

which thwarted a US-led attempt last

month to get ministers of the Organi-
sation for Economic Co-operation and
Development to call for the WTO to

discuss labour standards.

Nor has the campaign won much
independent academic backing. A
recent study by OECD economists
found so clear links between coun-
tries' observance of core labour stan-

dards and their trade and economic
performance. It also doubted that
enforcing labour standards through
trade measures was practical, and
warned that doing so would create
international political frictions.

The US has not, in feet, sought to

make Its case on economic grounds. It

also Insists it is not seeking an excuse
to erect trade barriers or discriminate

against low-wage competitors, and
does not want labour standards
upheld through trade sanctions.

Washington's argument, echoed by
Sir Leon Brittan. EU trade commis-
sioner, is that popular feeling on ths
Issue is so strong that unless the
WTO at least acknowledges it, public
support for trade liberalisation risks

being undermined.

“We need to be able to give a politi-

cal signal to our domestic workforce
that while they may fees competition
from workers in lower-wage coun-
tries, they will not face competition
on the bads of denied worker rights,"

a recent US position paper says.

The US wants WTO ministers to
issue a "political declaration" in Sing-
apore Unking the maintenance of an
open world trade system to promotion
of “core'' labour standards, such as
freedom of association, prohibition of
forced labour and elimination of

exploitative child labour.

It also wants the ministers to create
a working party to Identify and report
back to them on links between labour
standards and WTO rules.

But recent US efforts to clarify its

aims appear to have won few con-
verts. South-east Aslan trade minds-
tern are committed to opposing any
discussion of trade and labour stan-
dards in the WTO. as is India.

Mr Yeo Chow Tong, Singapore’s
minister, who will host the December
meeting, has said new iw?m»5 should
be placed on the WTO agenda only If

their links with trade were dearly

Trade unionists suffer in battle to attract investors

The growth of world trade has ted to

mare violations of trade union rights,

as countries compete for investment

and contracts from multinational

companies, accordingto the

International Confederation of Free

Trade Unions, writes Andrew Bolger,

Employment Correspondent
Its latest annual survey of

violations of trade onion rights says

378 people were murdered, mostly in

Colombia/ for being trade unionists

in 1996.

“It Is shocking that carrying out

legitimate activities should amount
to a death sentence." says the

Brussels-based body, which
represents lZYm trade unionists in

138 countries.

The Survey claims that as more
countries bring in restrictive union
legislation, more and more people are
being arrested or sacked for union
activity.

The growth ofexport processing
zones has also been accompanied by
bans on unions within them. “During
1995, the Bangladesh Export

Processing Zones Authority placed
advertisements to the international

media to attract investment, saying
that “the law forbids the formation of

labour anions in these zones and
strikes are illegal”.

Hie survey says Chinese special

economic zones are synonymous with
repression. “Those who complain or
attempt to form tmkms are likely to

be sentenced to three years to a
labour camp and then are currently

hundreds of trade unionists in

prison”
Another trend highlighted Is to

make strikes illegal for public service
workers, and to make the definition

of "public service or public interest"

so large as to encompass most
workers to a country.

demonstrated first

Critics of the US position do not
dispute that unemployment and job

insecurity risk creating a protection-

ist backlash In the west However,
they also point out that US political

support for tougher measures Unking
trade and labour standards seems
decidedly patchy.

The US links trade preferences foe

developing countries to their human
rights records. But President BUI Clin-

ton has been unable to persuade
Republicans to Congress to include
labour standards provisions in ths
“fast-track" authority he needs to
negotiate new trade agreements.
Repeated US efforts to legislate a

domestic ban on Imports made by
child labour have so far got nowhere.
The US has also signed only one of
the five core labour standards conven-
tions issued by the International
Labour Organisation - and ratified

Cady 12 of the total 178 1LO conven-
tions. it Bays that though It respects

their spirit the UN body’s conven-
tions do not mesh with its awn laws.

Nonetheless, Washington Is step-

ping up Its lobbying in the ILO. ft

recently proposed Chat the "RUgmark"
labelling system, which certifies that
hand-made carpets have not been pro-
duced with cbfld labour, be extended
to clothing and other products.
However, the ILO lacks teeth.

Though it monitors compliance with
its conventions, it has no power to

enforce them, and its developing
country members oppose any move to

relate labour rights and trade.

to the coming months* the WTO is

likely to remain the main focus ofUS
efforts to promote that link (uterus*
tionally.

Some observers, in the US as Well

as in Gereva, suspect Washington’s
campaign la mainly intended to

impress US trades unions and may be
ratcheted down after the US presides-

Child labour: A seven-year-old breaks
stones os a Bangladeshi bulldtag site

Hal election in November. They also
think Mr Robert Dole, the Republican
contender, would drop it completely if

he became president
But whether these beliefs are

well-founded is unlikely to become
dear until after the election - barely
a month before WTO ministers meet
in Singapore.

WORLD TRADE NEWS DIGEST

Brazil may face

car complaint
Japanese negotiators have threatened to complsta to the

World Trade Organisation after talks in Brasftte failed to

resolve a dispute over Braaliian duties on vehicle imports.

Japan wants Brazil to repeal a decree under which carmakers
operating to Brasil pay duties of 35 per cent on vehicle Imports

while importers without a manufacturing base pay 70 per cent
it blames the decree tor a 96 par cent drop in Its car exports to

Brazil between the first four months of 199S andthe same

Brazil earlier suspended a request for a WTO waiver of its

regime, preferring to reach bilateral agreements with other

WTO members. Jonathan Wheatley, Sao Paulo

China urged to cut motor tariffs
The European Union yesterday urged China to liberalise

trading rules far fra automotive sector to nuke Imports of
vehicles and components easier, and to faring its policies Into

line with requirements for membership of the World Trade
Organisation. Mr Kndymion Wilkinson, theEU ambassador,
told a seminar in Beijing that China’s motor industry could
only succeed if it was integrated in the world trading system.
Mr Wilkinson called for a major Improvement of(Sum's

offer cm automcMletaritfe. asweD asproposals toeUmtoate
ad inconsistent quotas flnd other nan-tariff measures such as
restrictions an foreign investment that hamper trade and
investment in China. Potty Walker. Beijing

Poland offers tax break for GM
The Polish government has approved the establishment ofa
special enterprise zone in the southern industrial district of '

Katowice, dealing the way far General Motors to locate a
DM&OOta car production plant there. GM wifi pay no
taxes on its profits for the first 10 years, and enjoy a 50 per
cent reduction far a farther 10 years. Corporate profit tax is 40
percent in Poland, GM wants the 80,000 cars a year plant to

begin production late in 1998. Btri It has still to sign an final

agreement with the Polish government, and GM*s board has
yet to give final approval, Christopher Bobinski, Warsaw

US optimism on telecom deal
US officials are predicting that multilateral negotiations to
liberalise global trade in telecommunications services will
reach a successful conclusion by the deadline ofFebruary 14.

1997. The talks were originally scheduled to conclude on April
30 this year, but the US pushed for an g*fam«inn, saying the
offers were not sufficiently tempting, Mr Stuart Eizeoatat,
commerce department undersecretary of international trade,
said he was “cautiously optimistic" that the EU and some
Asian countries would improve their offers and the US would
“marginally improve" its own. Nancy Dunne. Washington

US bows to petrol ruling
The US said yesterday Lt would comply with a World Trade
Organisation ruling to end discriminatory regulations on
cleaner petrol - but it has not decided when or how.
US officials told the WTO’s dispute settlement body that the

administration would need the “reasonable period of time**
allowed to WTO rules aud would be consulting with Venezuela
and Brazil which brought the original complaint
The ruling, the flrat by the WTO’s appellate body, upheld

the judgment of the WTO dispute panel that US regulations
to curb air pollution from car exhausts breached

trade rules by imposing stricter standards for g&sdtoe Imports
than far domestic reftoare. Frances WUUams, Qeneoa

o



Doesn’t it make sense for diners to

decide whether smoking’s on the menu?
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NEWS: UK

Minister warns

of cash threat

to embassies
By Bruce Clark,

Diplomatic Correspondent

Britain's representation in

other countries could be seri-

ously affected if the diplomatic

service suffers further expendi-

ture cuts, a Foreign Office min-

ister warned yesterday. But Mr
Jeremy Hanley told the foreign

affairs committee of the House
of Commons that the prospect

of the British Council having;

to close several offices had
been averted.

Mr Hanley and Baroness
Chalker, the overseas develop-

ment minister, made clear to

the committee that their

departments were under strain

because of reduced resources.

Mr Hanley said the budgets of

the French and German for-

eign ministries in the current

financial year exceeded that of

the British Foreign Office by 50

per cent and 30 per cent respec-

tively.

The government's latest

expenditure plans call for a

real-terms drop in the budget

of the UK diplomatic service to

EUbn f$1.7bn) by 198949 from
a peak of £i.43bn, including an
unexpected £273m in UN peace-

keeping costs in 19S5-96.

Mr Hanley told the commit-
tee: Tm not happy with any
reduced expenditure ... we live

with it because it is for the

greater good of the country.”

He warned that "were there to

be continued reductions, then

functions and maybe posts

could be at risk”.

The immediate outlook for

the British Council, which pro-

motes British culture, had

Staff from the BBC World Service demonstrated yesterday outside its London headquarters against changes being Introduced by the

BBC management The protesters included Mark Tolly (fourth from left) who covered sooth Asia for the corporation. Undo: the

changes the World Service would commission programmes, but they would be made by new BBC divisions

improved. Thanks to last

month’s decision, reducing
from 16 per cent to 10 par cent

the cuts that will be imposed
by 1999. the council should be
able to continue in 109 coun-

tries. A Foreign Office spokes-

man said British embassies

and diplomatic missions
should also be safe from shut-

down in the current financial

year, but all options would
have to considered in the fol-

lowing two years.

Lady Chalker said British

aid would be more sharply
focused in future. The share of

UK aid received by the top 20
countries was likely to rise

from nearly 70 per cent now to

about 75 per cent over the next

few years. Asked about
Britain’s attitude to Unesco,
Lady Chalker said it had made
significant moves towards
reform, but they had not gone
far «=mp»gb to justify Britain
rejoining the body.

The European Union Sir James Goldsmith says heads of government apart from Kohl are ‘men of straw’

Germany demands strict

‘mad cow’ safety rules

Commission
sets out course

Takeover
Panel

By Our Foreign Staff

Britain's partners in the

European Union yesterday
indicated cautious backing for

anymove towards a solution to
the beef crisis, but stressed

that public health remained
the priority.

Germany, which has led

demands for scientific evidence
that British beef is safe, will

want assurances that Britain is

putting in place strict safety

measures before any relaxation

of the ban.

Mr Jochen Borchert, the Ger-

man agriculture minister, said

yesterday the ban would be
eased only once Bonn was sat-

isfied meat carried no risk of

BSE or “mad cow disease". The
agriculture and health minis-

tries have consistently opposed
any relaxation, giving prece-

dence to the health of the con-

sumer. “There is no alternative

to a consistent approach in
protecting the consumer." Mr

Borchert said. “That is because

we can only re-instil confi-

dence in our own German beef

by ensuring the highest possi-

ble consumer protection
"

France said it was “relatively

optimistic" that a solution

could be reached on the basis

of the Commission's proposals.

French officials said the plan

seemed to meet French con-
cerns by requiring the slaugh-

ter of cows possibly infected

with BSE as long ago as 1989

and independent checks by sci-

entific experts of British sani-

tary controls.

France would agree to a
framework plan of phased lift-

ing of ffie trade ban on UR
beef, one official said, once
Paris was reassured that public

health risks had been removed
and once the UR dropped its

policy of blocking European
Union decision-making.

"We are relatively optimis-

tic" about the crisis coming to

an end at the Florence summit.

Ms Catherine Coloona, Presi-

dent Chirac's, spokeswoman
said.

In Spain, Mr Jose Maria
Aznar, the prime minister, told

parliament bis government
“would have to have guaran-

tees from the appropriate sci-

entific committees to ensure
consumers' health and peace of
mind** before it could consider

even a partial lifting of the
ban.

The tough tone came after

criticism from Spanish farm-
ers’ leaders when the Madrid
government adopt a more con-

ciliatory line two weeks ago,

Indicating it was willing to

agree to a phased lifting of

restrictions subject to scientific

reports.

Sweden, which was among
the first EU countries to
impose a unilateral ban on
British beef, reiterated yester-

day that any solution would
have to be decided on scientific

grounds.

for ending ban
opposes
Brussels

By Ned Buddey in Strasbourg

PM hails flexible EU links
By Robert Peston,

Po&tical Editor

Mr John Major, the prime
minister, yesterday described

Britain’s role in the European
Union as that of “grit in the

European oyster", having an
often "uneasy” relationship

with other member states and
resisting ail moves towards
federalism. In a cautiously

sceptical speech attempting to

distil his approach to Europe of

the past five years, Mr John
Major urged other members to

cease debate about any final

institutional structure for the

EU.
They sbould instead accept it

as a flexible and loose partner-

ship of nations. “A Europe of

nations cannot be pre-

determined", he told an audi-

ence in the City of London.
“There is no pre-set destina-

tion",

Mr Major’s approach
appeared to receive unexpected
support from Sir James Gold-

smith. the billionaire funding
the Referendum Party, which
will field candidates in most
constituencies in the next gen-

eral election. In an interview

In today's Tribune newspaper.

Sir James rejected the govern-

ment’s attachment to free

trade, but said that "Britain

has to insist on a Europe of

nations and go in there and
fight for it". TTae UK either had
to "convert or split Europe",

Sir James said, arguing that it

could succeed because “heads

of government in Europe, apart

from Chancellor Kohl, are men
of straw”.

Mr Major said that much of

the UK’s tension with other EU
states stemmed from its his-

tory as "instinctive free trad-

ers". Another important differ-

ence was the UK’s political

culture, which was “more
black and white, more adver-

sarial. more blood and thun-

der".

His speech was in part an
attempt to widen the agenda in

the current intergovernmental

conference on reforming EU
institutions. This means creat-

ing an institutional framework
in which some EU members
work together on specific pro-

jects while others stay on the

sidelines.

Based on this approach. Mr
Major signalled that his next

great conflict with the EU is

likely to be over the expected

imposition of a directive on
employees’ working hours,
which the government believed

it could reject because of its

social chapter opt-out

• The prime minister's office

was last night hoping to avoid

a Commons showdown with
MPs in the governing Conser-
vative party over the beef

“peace settlement" by the sim-

ple expedient of not putting
the proposed framework to the
vote. George Parker writes at

Westminster.
Ministers have been casting

an anxious eye over their

shoulder for weeks, fearing
that even if a framework could

be agreed in Brussels, they
might not be able to push it

through the House of Com-
mons.
But last night Conservative

party whips said they were
confident that no order or leg-

islation in the House would be
needed - even if the EU agreed
to an extended selective cull of

around UK 100.000 cattle.

The European Commission
identifies five stages in lifting

the ban on British beef

exports, but rejects cue of the

UK’S main damands.

Britain's eight-page frame-

work document last week
called for an early lifting of the

ban on exports to non-EU
countries. The UR argued that,

because its own consumers
could choose whether to eat

British beef, there was no rea-

son why consumers outside the

EU should not be given the

same choice, if their countries

wanted to import meat from
Britain.

The Commission's three-page

paper, however, makes dear
that “exports to third countries

will [only] be permitted in par-

allel to phased exports to other

member states". Commission-
ers discussing the paper in

Strasbourg on Tuesday night

raised ethical objections to

allowing exports to non-EU
states while the EU ban
remained in place. They also

cited practical concerns about
the difficulty of ensuring that

such exports did not filter back
into the EU.
Otherwise the document can,

in the words of a Commission
spokesman, “be considered to

be a comment on the British

paper". It mixes sharp criti-

cism with more soothing
words. The paper endorses the

other four areas in which the

UK suggested the export ban
could progressively be lifted.

These are:

• Animals and meat from
herds certified to have no his-

tory of BSE or to have been
entirely grass-fed.

• Embryos.
• Animals born after a spe-

cific date and their meat; the
UK suggested a date of Septem-
ber 1 1996, but the Commission
gives no date.

• Meat from animals under 30
months old, thought to be too

young to have developed BSE.
The Commission’s paper

adds a fifth step, not explicitly

referred to by the UK: lifting

the ban on meat from animate

over 30 months “as a longer

term perspective” - in other
words, removing the final ele-

ment of the ban. The paper
also adds preconditions to any
commencement of the lifting

process, including extending
the scope of the UK’s selective

cull of cattle most at risk from
BSE from 80.000 to at least

100.000 - a move the UK
accepted yesterday.

Other preconditions are a
strengthening of BSE control

measures outlined in the UK
document after concerns were
raised by Commission inspec-

tors and vets. These include an
identification programme for

c&ttie, legislation enforcing

removal of meat-and-bone meal
from feed mills and forms, and
better methods of removing
material likely to carry BSE
from cattle carcasses.

As in the UK document,
there is no timetable* The
paper warns that for each
phased lifting to be agreed,

established procedures must be
followed - the same -tortuous

process followed in lifting the

export ban on beef by-products

such as gelatine, tallow and
semen. The UK must produce a
working paper on each step,

detailing conditions and
chocks it will Impose. That
paper most be approved by the

Commission's own scientific

veterinary committee - and
possibly other committees - as

well as member states' veteri-

nary experts.

Convincing these various
committees of the effectiveness

of the steps it is taking will be
an important challenge for the

UK. The Commission warns
bluntly of “considerable mis-
givings about the effectiveness

of past actions taken by the

UK in relation to BSE".
Blame for “plummeting" con-

sumer confidence throughout
the EU and “substantial dam-
age to the meat industry" is

put squarely on Britain.

Elsewhere, the language is

more emollient, noting that
commission inspectors have
“confirmed progress" on mea-
sures to protect human and
animal health.

By Ross Tieman in London
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The opposition Labour party
yesterday accused the govern-
ment of promoting the “back-

door privatisation" of the Post
Office by changing its policy

on the liberalisation of Euro-
pean postal services. David
Wlghton writes at Westmin-
ster. Mr Kim Howells, Labour
industry spokesman, claimed

that the government planned
to vote for liberalisation at a
meeting of EU ministers next
week.
The government denied

there had been a policy change
but indicated that it was likely

to back a compromise proposal
to introduce competition into

the fast-growing mid lucrative

direct mail business from 2001.

Mr Howells said: “ft is a recipe

for cherry-picking by firms
who could not compete with

Royal Mail {a division of the

Post Office] in providing a

comprehensive service."

• Postal workers were yester-

day accused of “midsummer
madness" after their union

gave notice that tomorrow's
one-day strike will be followed

by a second 24-hour stoppage
next week.
Royal Mail said it bad been

notified by the CWU postal
workers' union of a stoppage
from noon next Thursday to

noon the following day by
134.000 workers.
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The ability of the City of
London’s voluntary Takeover
Panel to resolve bid conflicts

quickly and effectively would
be at risk if European Com-
mission proposals were imple-

mented, Mr Alistair Defries,

the panel’s director general,

warned yesterday.

Mr Defriez said the panel
might be open to compensa-
tion claims of up to £lbn
($1.54bn) from losing parties

in bid battles. He was opening
a campaign against a draft

European Union directive

designed to harmonise take-

over regimes. He explained
that, according to the panel’s

legal advisers, “one interpreta-

tion could be that the Panel
itself is liable. The members
couldn’t continue to operate
without an appropriate indem-
nity" ...

Any changes to the takeover

regime are of great importance
to tire financial community in

London. Takeovers generate
big fee incomes for City firms.

The draft directive would,
place the takeover supervisory

authorities of member states

within a legal framework.
That would arable bidders and
defenders to challenge deci-

sions by the supervisory
authority in court and claim

compensation.
The Takeover Panel is a nan-

statutory body without formal
authority. With members
drawn from City practitioners,

.

it acts as a referee when inter-

pretation of the voluntary
code for takeovers and merg-
ers is in doubt Its aim is to

provide speedy and effective

outcomes to takeover bids and
to minimise uncertainty.

Mr Defriez said companies
would exploit any change in

the takeover regime to win.
advantage in bid conflicts.

“Tactical or nuisance litiga-

tion would inevitably result"

he sakL

A similar European Commis-
sion proposal of 1985 was
dropped in the face of opposi-

tion from Britain, Germany
and the Netherlands.

UK NEWS DIGEST

Retail sales in

surprise decline
Retail sales fell last month for

aw uMi itrinir ffie first time since January.
UK rt&aSsm

-

t
. doubt5 abllui the

uhhimft af afl rotators strong recovery in consumer
aeasonsfly adjusted p990=-voc4 spending promised by the

no chancellor this year. The sur-

: .. V'- prisingly weak figures disnp-

pointed the City of London.

; 1.09 .——m which had expected a strong
• rise in sales in line with more

• | y ; buoyant survey evidence. But

.

Tofl“ 'A f • the data appeared to provide

Z\J further vindication of the
j

. —- chancellor of the exchequer’s i

* , quarter-point interest rate cut I

on June 6. Signs of a potential
j

~toe .

1 1 1 1 » 1 f 1 * 1 1,J
split between Mr Eddie

:Mar - 189S 96 May governor of the Bank
Sana NoHaral StattaUes Of ftngland. and Mr Kenneth

Clarke, the chancellor, over the rate cut emerged yesterday.

Mr George argued strongly against cutting interest rates at ms

Aguiar monetary meeting with the chancellor on May 8, the

minutes of the meeting showed yesterday.
,

In May Mr George warned that any interest rate cut might

boost consumer demand too quickly and could therefore put

the government’s inflation target of 2.5 per cent or below m
danger, the minutes showed. Retail sales fell a seasonally

adjusted OA per cent between April and May and were iO per

cent higher in May than the same month last year, the Office

for National Statistics said. Graham Botcley, Economics Stuff

Electronics company expands
One of Britain’s fastest growing electronics companies, printed

circuit board maker Interconnection Systems, is to build a

£l20m ($184m) plant in north-east England, creating 1.000 jobs.

The decision by the company, which claims to be Europe’s

largest manufacturer of pd>s, concludes a long tussle for the

investment between north-east England, Scotland and Spain.

The new plant is to receive a public-sector support package of

around £23.5m, including government Regional Selective

Assistance far safeguarding 350 existing ISL jobs.

Chris Tight. Newcastle upon Tyne

Ireland expansion by Mirror
Mirror Group, London-based publisher of the Daily Mirror, is

on the verge of making a £L5m ($23m) investment in Northern

Ireland which would Include taking control of the Belfast-

based Newsletter - the UK’s oldest dally newspaper and a

strong opponent of nationalist politics in the region. The main

part of the investment will come through the installation of

two large colour presses in Northern Ireland which will be

used to print copies of all Mirror Group titles for ail of Ireland.

Raymond Snoddy, London

Curb on charter flights
The government yesterday announced restrictions on charter

flights operated by aircraft registered outside the countries

they serve. Most British holidaymakers on charter flights ore

transported by UK airlines or carriers from the destination

country. The restrictions will apply to so-called fifth freedom

services chartered from airlines registered In third countries.

Ministers announced a review of such flights earlier this year

following concerns from UK operators about unfair competi-

tion. Alan Pike. London

Union membership sinks
,. .. . . .. . The number of members in

Wofi menbemhip . . unions affiliated to tbeTrades 1

.L^. : , . . Union Congress has now
M ;

‘

f . fallen to 6.75m - just over half
t2 ’=\' • •’ -‘..-.the figure when the Conserva-

.. A . fives came to power in 1979.

\ .... The TUC took some comfort

v ’ from the fact that the 2 per
w -t- r%~“

_

. .
.

cent decline from 63m in 1995

V* compared with a 6 per cent

.... Al!

-

' drop the previous year. Mr
John Monks, general secretary

a i—TV™ of the TUC, said the decline in

-
. Vy onion membership could be\ slowing as unions stepped up

~ « .? paigns. But he admitted:
•ma ei 83 «s sr ww sa

“Hiere is no room for corapla-
.Spww*iuc,' -...

. cency. The only way unions

will begin to grow is by breaking into new jobs and industries

and sharpening our appeal to Britain’s growing army of

part-time and insecure workers.” Andrew Bolger, London

1979 8183 8S ST 89 31 S3*
.SowtefcltlC ..

TV move by Warners
(

Warner Brothers Television announced plans to launch a

satellite television channel in the UK in November. The chan-

nel, which will be part of British Sky Broadcasting's multi-

channel package, will cany everything from cartoons and
.films to live-action series. The channel will be one of mare
than a dozen new channels or programme segments to be
introduced by BSkyB in the autumn. Every year BSkyB intro-

duces an extention of its programming range and then
increases the price of the total package by about £3 ($4.60) a

month. Warner Bros will appoint a UK-based general manager
who wifl. report to. Ms Sue KroU, a senior vice-president of

Warner Bros International Channels.
Raymond Snoddy, London

Strike on Underground soon
London Underground will be severely disrupted next Thurs-
day when most of its drivers stage the first of four one-day
strikes in a dispute over pay and hours. The executive of

Aslef, the train drivers' union, also called for stoppages on
July the 3rd, 8th and 16th after its 2,000 members in the

network had voted to strike. The action is likely to cause
severe travel problems for commuters and tourists and will

cause problems for tennis fans attending the Wimbledon
Championships. London Transport has increased its pay offer

from 2.7 to 3.2 per cent, but differences remain over hours.
Andrew Bolger, Employment Correspondent

CONTRACTS & TENDERS

NOTICE OF INTERNATIONAL TENDER
No OOI/DIRMA/96

Ending Net Book Agreement fails to boost sales
THE BRAZILIAN AIR-MINISTRY,

THE AIR-FORCE LOGISTIC COMMAND
DIRECTORATE OF MATERIAL

By Francis Fohwick

It is now nine months since the

Publishers' Association
decided it would no longer

Ctiseountutg jbjr big chains

. .
tenter Awoge - Araage .tenter,

;• rofUSea fat tfaccunt oftflfes

AveragB Amiga
far tStfxut.

1. INVITES application*. (Venn suitably qualified companies to prc-

qimJify and lender Tor the supply of video camera system for use on

aircraft EMB 326 l AT-26 XAVANTE) and EMB 31? fTUCANO* to

tv mourned cm the shooting sigbUiotc for aerial Hinting.

2. The TENDER DOCUMENTS arc available Tor consultation and may

be obtained from the Pracvrcmuru Department of the Directorate of

Material iDIKMAS. at Prayt Scnador Sulgftdo Ftlho s/n". 3rd floor,

Acroporic* Suitor Dumoni. iSanios Dumont Airport l Rio dc Janeiro,

RJ. Brazil, as from 14:00h of 24th June. IW. for a son-refundable

fee of RS150.00.

3. The TENDER DOCUMENTS arc to be submitted in sealed

envelopes, at the address staled in item 2.

4. The International Tender and the award resulting therefrom shall be

governed by the Brazilian Law ir of 21 June 1993 and shall be

based on the lowest price offered.

enforce the Net Book Agree-
ment which for nearly 100 Boohyoeern

.

.

, Ho* *95 May <98

years had required British Books Ete -. •4a 13.80 29.2 15 . ,17.69
J

26.0?.

booksellers to charge mini- Often*
-

108 .-1K83 23S. 23 1525

mum retail prices for most .Meades.
.

37 v.,. ..11J6 307 43 •11.15' zrfr
WJVSmWh 138 .1352 2M 10Q 14A9 .273-

Some within the book trade Wiaterstane’e- 49 • M5L91 25.3 4
'

14.74 157

hoped retail price competition SifjenoarkMs

would stimulate demand in a Asda 16 V 7.05- 395 39 . .8.17 . 35.4 .

market that had become rela- Safeway.. •4. .. -1027 15J. 26 827 .304 -

tively static. But the evidence Tesco a 3.19 22.1 57 .
774' 302.

on book sales since the demise Wooiwcrths 34 •'*’ 727 37.0 51 • 9.6S 34-2..-

London. 14th June foM6

of the agreement appears to
give little support to such
hopes. Sales of books have not
risen enough to compensate for

the cost of price-cutting. The
pattern of discounting can be

analysed using the weekly sur-

Sowrae PuqMwg Mn*

veys in Publishing News, the peak of the Christmas
which cover only the large shopping season, and on May
bookselling and supermarket
chains. The table summarises
the position on November 24,

The supermarket chains
have become more aggressive

in discounting, cutting the
prices on more titles and by
bigger percentages. However,
the big J. Sainsbury group has
largely stayed out of the battle,

with only four titles discounted
in May.
Th«e is little that indepen-

dent booksellers can do to com-
pete. Most have to pay more to

obtain these books wholesale
than the prices supermarkets
are charging the consumer.
Even if they can secure better

deals - perhaps by collective
buying - they will then have
to find a way of telling custom-
ers about discounts.

This might not matter If the
abolition of the Net Book
Agreement increased the total
market But figures published
by the Office for National Sta-
tistics in 'March (Consumers’

Expenditure;, suggest that the

reverse has happened. Spend-
ing on books in the first nine
months of 1995 was 22 per cent
higher tin nominal terms) than
in the same period of 1994. But
after the demise of the agree-

ment, spending in the final
quarter of 1995 was 6.8 per cent
below the previous year.
The marketing director of

Penguin said in March that
increased volumes of best-
sellers had been partly at the
expense of other titles.

From this and other incom-
plete evidence, I conclude that
demand for books rose about 5
per cent in volume terms in
the last quarter of 1995 com-
pared with the last quarter of
1994. But the increase in vol-
ume failed to compensate for

the average discount. This

might have been expected in
the short term. A study by
Paul de Grauwe and Geert
Gielems of Leuven University
estimated price elasticity of
demand in Belgium at -0.6: a

10 per cent fall in price would
produce a 6 per cent increase
in volume.

Studies in the UK. US and
France suggest a higher figure
might be expected in the lon-
ger term - price-elasticity of
around -1. This would mpnn a
30 per cent fall in price would
produce a 10 per cent increase
in sales. But even this sort of
elasticity would be insufficient

to maintain profits - which
would need volume rise
greater than the cut in prices.
The author is reader in mana-
gerial economics or Cranfield
School of Management
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*§ Cinema/Nigel Andrews

^Wall-to-wall
machismo

ARTS

THE ROCK
Michael Bay

EYE FOR AN EYE
John Schlesioger

MABOROSI
Hirokazu Kore-eda

A MONTH BY THE
LAKE

John Irvin

MAN OF THEYEAR
Dirk Schafer

GLASTONBURY THE
MOVIE

Rolan Mahoney, Matthew
Salkeld, William Beaton

T
he Rock is an action
thriller designed to gala-

open the silly season.
The helicopters whir, the
music soars and crashes,

the dialogue does what dialogue
gotta do, as Sean Connery and Nic-
olas Cage, representing the FBI,
smuggle themselves into Alcatraz to

topple Ed Harris, representing all

American army generals who have
ever gone mad for Hollywood.
Harris has taken control or the

former island prison with a few
men and a few rockets armed with

- poison gas. He holds 83 tourists hos-
tage - now gibbering as tourists

will at any change in their itinerary
- and he threatens to blow up San
Francisco if the Pentagon does not
deliver X million dollars. This is far

the families of uohonoured soldiers

who have died on secret US mis-
sions abroad.

What a cause. What a plot Only
the producing duo of Jerry Bruck-
heimer and the late Don Simpson,
who bemused us with Top Gun and
Crimson Tide, could have under-
written anything so overwritten.

And only the early summer could
have brought it out of hiding.

At some of the talent deployment
we are not sure whether to weep or
giggle. Connery plays a veteran
escapologist with a Ben Gunn beard

wbo is sprung from prison by the

.authorities (if he is such a Houdini,
* shy hasn’t he escaped already?) to

lend whiskery expertise to the

Rock-bustere. “In retrospect I’d

u -

niav i

niniuic:

T
he dashing young corsair

of Lord Byron's poem cap-

tivated a gmeration in the

mid-19tb century with his

free spirit and rebellious nature. He
would seem to be the ideal romantic

hero for an opera and Verdi thought

so too at first though he lost inter

est in // corsaro even while he was
writing it

The opera has never had many
people speaking up for it, starting

with the composer himself. It had a

handful of performances in his life-

time and has been revived a little

more than th.it since the war.

Originally, the Royal Opera
intended to put on a folly-staged

production, shared with Turin, but

either the money ran out or they

took one look at the Turin staging

and thought better of it For its

Coveut Garden premiere I? corsaro

finally turned up in plain evening

dress at a concert performance on

Tuesday.

At least it has now takes a bon
do the professional stage in London.

It would be foolish to claim that

this opera is an undiscovered mas-

j -terpiece. but it strikes me as

International

Arts
Guide|

AMSTERDAM
JAZZ & BLUES
Bfmhuis Tel: 31-20-6233373

• Joe Manor! Quartet: featuring

saxophonist/pianist/'cJarinettist Joe

Maneri. violinist Mat Manen.

double-bass player John Lockwood

and drummer Randy Peterson; 9pm;

Jun 21

RERUN
OPERA
Deutsche Oper Berlin

Tel: 49-30-3438401

ft Palestrina; by Pfifener.

Conducted by Christian Thielemann

and performed by the Deutsche

Oper Beilin. Soloists include

kinhard Hagen, Oskar Hiltebrandt,

Gerd Brermeis and Rene Kollo: 6pm;

Jun 23

BIRMINGHAM
CONCERT
Symphony HaH
Tel; 44-121-2002000
• Symphony No.2: by Mahler.

Performed by the Philhamtortia

rather have been a poet or a
fanner”, he understandably muses.
And scarcely less credence-testing
is flxe sight of the freshly Oscared
Nicolas Cage, here playing a chemi-
cal warfare boffin who grows from
scatterbrained hippy into gung-ho
hero is 129 minutes flat

Finally, though, you either cringe
at the expense of money and man-
power In a waste of action Iritsrh or
yon give up and savour the per-
verse virtuosity with which Stop-
son-Bruckheimer have built -their
house style. It consists of loud
bangs, wall-to-wall machismo and
frenzied editing, not to mention
music to die for, by and with, here
composed by a Hans Zimmer recycl-
ing with minor changes the dooms-
day throbs of his score for Crimson
Tide.

As a Hollywood product. The
Rock is an Alcatraz of mala chau-
vinism in the midst of a creeping
tide of action movie feminism. In
Eye For An Eye, a quieter if hardly
less addled thriller, the role of
Charles Bronson is played by Sally
Field. More exactly Ms Field sets

her jaw, goes vigfiazxt&minded, and
learns how to use a handgun after

her daughter is raped and killed by
Kiefer Sutherland.

When Sutherland goes free in
court on a technicality, the police

laugh at Field's suggestion that
they re-pursce him. “He’ll sue the
city and end up with his own talk

show,” they say. So she joins a sort

of bereaved-parente-for-rough-jus-

tice coffee dub and later disguises

herself in dark glasses and basket-

ball cap to mosey down to KJS.’s

SQualarous one-room lair.

That touch at least is originaL

Most killers in Hollywood movies
today are cryptogay loners living

with their workout equipment in

dark, pb»rfi»iiy apartments. We
almost expect the knock on the

door to be Design Today arriving

for their special “psycho edition"

photo-shoot

Little else is original in this

movie. The garage where the vigi-

lantes h»fa»h their revenge plots just

must have a sinisterly flickering

neon sign. The mysteriously persis-

tent friend at the coffee dub just

must have a Mrirfen identity and
agenda. And even the scary opening
- a traffic-jammed Field tuning into

her daughter’s last Tnhmtpg an a
mobile phone - spirals into hyper-

bole, not to say tautology, as our
car-fleeing, help-beseeching heroine

tries to bring the whole Los Angeles

% -

Going mad for Hollywood: Nicolas Cage and Sean Connery in The Rock*

road system to a standstill, which of

course it is anyway.

To see the Japanese film Moborosi

is to enter a calmer, deeper world.

The camera hardly moves, nor do
the characters. But fixe film’s faint

pulse is hypnotic. The girl who
believes she brings death to those

near her - her dream-remembered
grandmother, her husband who
walks into a moving train one unex-
plained night after work - drills

through bleak townscapes and
bleaker shorescapes, tending a
daughter, mppfing a new man, try-

ing to make emotional pieces fit

together that won’t
The static images, lit by subtly

changing colour filters, are com-
posed like haikus. A discarded light-

bulb gently rolling beside an alarm
clock on a bedside table; a “still

life" of a steaming kettle and bunch
of keys (the husband's last relic); a
shoreline with its toy-like coloured

houses huddled against a bleak, pat-

ternless sea. Though based on a
novel, the film breathes almost
entirely through its pictures, mak-
ing first-time director Hirokazo
Kore-eda in every sense a talent to

watch.

A Month By The Lake, starring

Vanessa Redgrave and Edward Fox
as two fiftysomethings who meet
and love by Lake Como, is like 90
minutes in a time warp. If it were a
play it would have been written by
N.C. Hunter, who used to pen those

dramas about politely disembodied
people interacting in foreign hotels.

Under Swiss-Italian skies pastfly

shot by veteran lensman Pasqualino

de Santis, the two love-seekers over-

come the brief distractions of

younger fare - she fancies a passing
Italian youth, he licks a discreet

chop at governess Uma Thurman -

to end in each other’s arms, or as

close as two now institutional

English actors like to get.

John Irvin directs affectionately

if stiffly. Redgrave coos, gasps and
radiates. And Edward Fox wears bis

habitual grprpssion of a man about
to spit something unpleasant from
hiS mmrfH

1
in this the dia’lnffna

Man Of The Year is no better,

though more originaL Soon after

the handsome ex-PlaygfrJ centrefold

Dirk Schafer did the brave and
amazing thing of “coming out” as

gay, he did the even braver and
more amazing thing of writing and
directing a semi-fictional comedy
about his career. (If lying on your
back with no clothes on, awaiting a
staple in your stomach, can be
called a career.) Amazing in theory,

at least. But the mockumentary
style entwining fake interviews

with friends, colleagues and parents

with real footage from TV chat
shows that Schafer appeared on
becomes increasingly strained and

'

winsome. Joky self-deprecation is

fine, so long as the jokes are good
and the self is compelling enough to

be worth deprecating.

The Covent Garden Verdi Festival

A Byronic hero takes a bow
being of an altogether higher qual-

ity then. Dor example. Abdra, which
is the other lost lamb from the
Verdi flock to be presented in this

year’s festival The plot ofU corsaro

is very thin and unclear as to wbat
its point is, but Verdi clearly

sympathised with the Byronic atmo-
sphere.

He is more adventurous in this

score than the history-books would
have as believe, mixinghew colours

os hjs orchestral palette to depict

the rustle of breezes on the sea-

shore in the last act and the paH of

gloom in the prison scene (weighty

strings in octaves, very effective).

Evelino Kdd’s taut conducting, get-

ting decisive playing from the

orchestra, was the strongest feature

of the performance.
The main regret from losing the

staging was that the Royal Opera

Orchestra with conductor Gilbert

Kaplan, soprano JuGe Unwfn,
mezzo-soprano Ning Liang and the

City of Birmingham Symphony
Choruses; 8pm; Jun 21

BRUSSELS
EXHIBITION
Le Botanique TeL 32-2-2183732

• Ga toume depute Cent Arts, une

Htetolre du Cinema Francophone de
Belgique: In film’s 100th year, this

exhibition focuses on the history of

the cinema m WaUonia; to Jun 23

CAMBRIDGE (US)
exhibition
Fogg Art Museum
Tel: 1-617-495-9400

ft Renaissance and Baroque

Sculpture from the Alexis Gregory

Collection: exhibition ofsome 50

small-scale sculptures, mostly cast

In bronze, from the collection of

New York publisherAlexis Gregory:

to Jun 22

CANBERRA
EXHIBITION
National Gaflery of Australia

Tel: 61-6-240-6411

ft Soft But True: John Kauffman

(1864-1942) Art Photographer,

exhibition of soft focus style and

printing techniques developed by

Kauffmann and rite fallow pictorial

photographers in the period

between 1890 and 1920; from Jun

22 to Aug 11

DETROIT
EXHIBITION
Ttie Detroit Institute of Arts

had found exactly the right person

to play the Byronic hero, captain

of the corsairs. The young and
dashing Jose Cura looks the role

and generally sounded it as well,

despite some dryness from an infec-

tion. He sings more confidently

with every appearance here and
delivered Corrado’s role with splen-

did panache, the vocal equivalent of

a swashbuckling swipe of the
sward.

In the story be is tarn unconvinc-

ingly between two women. Viktoria

Loukianets sang the passive role of

Medora, who is deserted in the

opening scene and then ignored till

the end, with a brittle soprano that

spun artful long bel canto lines.

Maria Dragon) set about Medora.
the beauty of the baron, as though
she was a villain, forcing wbat
might have been a decent lyric

soprano with every ugly vocal trick

in the book- Roberto Servile sang
neatly as the baritone Pasha Seid.

Various pirates and eunuchs com-
pleted the cast

Richard Fairman

T
he chorus of critical con-

tumely that greeted Tim
Aibery’s production of
Nabucco, when it opened in

Cardiff last September and again
when it reached Covent Garden In

April, was almost as rousing as

Verdi's famous “Va pensiero" cho-

rus, though more discordant Thus
forewarned, 1-was suitably braced
tor the revival last week, as part of

the Royal Opera’s Verdi Festival;

but in the event I was almost disap-

pointed not to be more put oat
In fact the bold, stripped-down

lines of Antony McDonald’s sets are

rather pleasing. They fill the space

of the Covent Garden stage effec-

tively; the statutory ‘references" to

the Holocaust - hard for any
Nabucco producer to resist nowa-
days, since “Nahucco" is Nebuchad-
nezzar - are obvious and soon
ignored. The costumes are odder,

but no doubt foreign visitors will

take the burly Babylonian chaps in

evening gowns and long gloves as
confirming what they always sus-

pected about the Brits anyway.
The new Nabucco is tbe Austra-

lian Gregory Yurisich, who was
struggling with a chest infection

but managed still to suggest a
strong, tormented character. As
Zaccaria, the Hebrew high priest,

Samuel Ramey wielded his usual

authority; his sister Anna, in the

striking person of Jennifer Rhys-Da-

Runners
line up for

the Turner
Prize

W ith the publication of

the short-list for 1996,

the Turner Prize is set

to be as convention-
ally controversial as usual. Again
it is limited to a British artist

under the age of SO, is worth
£20,000. and is sponsored by Chan-
nel 4, pleased as ever “to promote
the newest and best of British art*
It is still fixed upon tbe dubious
premise that quality and adventure

are only to be identified with the
self-conscious, “cutting-edge” avant
garde. The only surprise is that for

once no sculptor or instaflattauist

appears among the lucky four. Here
are the runners.

Douglas Gordon (29). ex-Glas-
gow School of Art and the Slade: a
conceptual artist latterly working

I with film. Be has, so tbe advance

|

literature tells us, “drawn particu-
lar attention to the subjectivity of

phenomena such as perception,
memory and amnesia . . . (His)

‘Something Between Your Month
and Your Ear’, 1994. comprised a
blue room in which the audience
listened to 30 songs that were *in

the air' between January and Sep-

tember 1966. the months Gordon
spent in tbe womb. Tbe songs may
have formed his earliest uncon-
scious memories.'’ I like tbe “may*.

Craigie Horsfield (46), ex-Saint

Martin's: a photographer. “(He)
records the environment around
him, and the people he is in daily

contact with, in hundreds of nega-
tives. Then, at a certain distance in

time, sometimes many years, he
selects an individual negative and
transforms it into ... his final art-

works . . . Qus is) a deeply felt con-

viction that we cannot live a moral
life without acknowledging our fel-

low humans.'’
Gary Hume (34), ex-Gold-

smiths’: a painter. “He first came to

public attention with a soles of 30
paintings based an the imagery of
doors of the kind found in hospitals

and other institutions. These
works . . . were painted, often in

monochrome, in brilliant, high-

gloss, household enamel paint At
first glance they appear completely

abstract, but once the door motif is

recognised they emerge as a play
on the relationships between ... art

and the reality it depicts . . . Hume
had also recognised the potential of

a subject hardly explored before in

painting, and one not with out res-

onance - to pass through the swing
doors in a hospital might well be to
pass from life to death, for exam-
ple.”

Simon Patterson (29), ex-Gold-

smiths’: a painter. He *ris fascinated

by the information systems which
order our lives . . . (and) irrever-

ently inverts, or wryly subverts,
these systems, which indude maps,
diagrams, taxonomies, constella-
tions, measuring, calculating and
spelling. He has taken, for exam-
ple . . . the Delta Airlines Chart the

periodic table, the London Under-
ground Journey Planner and foot-

ball team formation, and inserted

his own associations and connec-

tions . . . For Patterson, even the
most private or obscure reference

that he makes can find an audi-

ence. since his own knowledge of

history, science and culture is

shaped in a social context" Tbe LU
football-team formation?

Well, by their words shall ye
know them, though it is sometimes
hard to keep a straight face. There
they are, the newest and best of

British for the year, and we can
hardly wait for autumn, the parade
in the paddock and the actual run-

ning of tbe prize in November. It is

a selling-plate which Horsfield
should win, just about, but don't

count on it.

William Packer

Last and least, Glastonbury The
Movie, a rock documentary set in
the fields of King Arthur, blew a
fuse half the way through tbe
press show.
The projection breakdown caused

those of us with more pressing busi-

ness to take an early departure,
though the brave were summoned
back the next day to see wbat they
had misspri-

Two sequences out of 40-odd are

worth treasuring. In one a group of
pre-festival fens, asked about tbe

rock event’s appeal, manage to go
through an almanack of semi-
stoned facial expressions while
assembling one coherent syllable. In
another, we learn answers to a
question we never quite dared ask.

What happens if you get taken
short right in the middle of the
crowd? You may Dot want to know.
But if you do, you can catch this

film which thoughtfully replaces

the cancelled 1996 Glastonbury fes-

tival

vies, looked to be on loan from the

Australian series Prisoner. Cell

Block B. The excellent Elena Zar-

emba leot her dark, pungent mezzo
to Nabucco’s daughter Fenena.

Making her Royal Opera d§but,

the French soprano Sylvie Valayre
displayed a confident cutting edge
In the demanding role of Abigailla

At short notice, the young Spanish
tenor Vicente Ombuena took over
the underwritten part of the
Hebrew prince Ismaele and made a
sound impression in it

Michael Druiett made tbe most of

his Babylonian high priest, too,

stem and forbidding. The score was
conducted with panache by Mark
Elder, and the Royal Opera chorus
rose enthusiastically to Verdi's

splendid choral music. All in all, we
had a satisfying evening.

David Murray

Further concert performance of H
corsaro on July 21 with BBC Radio
3 live relay. Nabucco, a co-produc-

tion with Welsh National Opera,
has further performances on June
26, July 3 and 6.

Teh 1-313-833-7963
ft Glenn Ligon: To Disembark: an
Installation by New York artist Glenn
ligon, adapted from his 1994 solo

exhibition at the Hlrshhom Museum
and Sculpture Garden in

Washington, D.C.; to Jun 23

m DUBLIN
concstt
National Concert Hafl - GeoHras
Ntfsttnta Tet 353-1-6711688
ft The National Symphony
Orchestra: with conductor Nitdas

Widen and organist Peter Sweeney
perform works by Rossini, Wilson

and Tchaikovsky; 6.30pm; Jun 21

GHENT
OPERA
De Vfaamse Opera
Tel: 32-9-2230681

ft La Fanaufia del West by Puccini.

Conducted by SiMo Vanriso and
performed by De Vlaamse Opera.

Soloists include Stephanie Frtede,

William Stone and Richard Margfeon;

8pm; Jun 21, 23 (3pm)

GRANADA
FESTIVAL
Audftorio Manuel de Fafla

Tel: 34-58-222111

• Festival International de Muslca

y Danse: under the general title 'Las

musicas de Manuel de Falla*, this

year's edition of tire festival aims to

represent the echo and scenery of

the music written, studied or loved

by this Andalusian composer on the

occasion of the 50th anniversary of

his death- Together with his own
works, the festival programme is

defined by the musician’s

preferences, including Gregorian and
Byzantine chants, the Renaissance
polyphony, music by Beethoven,
Chopin. Wagner, Mussorgsky, and
De Falla’s friends in Paris Debussy,

Stravinsky and Ravel; from Jun 21

to Jirf 7

HAMBURG
DANCE
Hamburgische Staatsoper
Tel: 49-40-351721

• Odyssee: a choreography by
John Neumeier to music by George

Couroupos, performed by the

Hamburg Ballet; 8.30pm; Jun 22

INDIANAPOLIS
CONCERT
Warren Performing Arts Center

Tel: 1-317-898-8061

ft Indianapolis Symphony
Orchestra: with conductor Raymond
Leppard and violinist Elmar Oliveira

perform works by Vivaldi and Verdi;

8pm; Jun 21 , 22

LONDON
CONCERT
Purcell Room Tel; 44-171-9604242

• Toimli: with conductor Esa-Pekka

Salonen, keyboante-player Magnus
Undberg, cellist Anssi Karttunen,

guitarist Timo Kortionen, clarinettist

Kari Kriikku and percussionist Riku

Niemi perform works by Lindberg;

7.15pm; Jun 22
EXHIBITION
National Portrait Gallery

Tel: 44-171-3060055
ft David Livingstone and too

Victorian Encounter with Africa: this

exhibition offers an account of the

life and times of David Livingstone,

from his birth and childhood In the

cotton mills of Lanarkshire to his

journeys as missionary and explorer

across the continent of Africa; to Jui

7
Spink & Son
Tel: 44-171-9307888
ft Spink’s Annual Watercolour
Exhibition: selling exhibition of

British watercolours from the

micf-18th to the mid-19th century.

Artists represented in this show
Include Gainsborough, Towne,
Sandby, Turner, Girtin, Lear and De
Wlnb to Jun 21

OPERA
Royal Opera House - Covent
Garden Tel: 44-171-2129234

ft Don Carlos: by Verdi. Conducted

by Bernard Haitink and performed

by the Royal Opera. Soloists indude

Karita Mattfla, Martins Dupuy,
Roberto AJagna and Robin Leggate.

Part of the Verdi Festival ’96; 6pm;

Jun 22

LOS ANGELES
EXHIBITION
Los Angeles County Museum of

Art Tel: 1-213-857-6000

ft Lari Pittman: this mid-career

survey of Southern California artist

Lari Pittman highlights 35 of

Pittman's works, including new
paintings crested specially for this

presentation; from Jun 23 to Sep 8

NEW YORK
EXHIBITION
The Metropolitan Museum of Art
Tel: 1-212-879-5500

ft Genoese Drawings and Prints:

exhibition showing a selection of

about 110 drawings and prints by
Genoese artiste of the 18th to 18th

century, with particular emphasis
upon the innovative work of

Giovanni Benedetto Castiglione; to

Jul7

PARIS
CONCERT
SaUe Pteyel Tel: 33-1 45 61 53 00
ft Orchestra Philharmonique de
Radio France: with conductor Marek
Janowski and violinist Olivier

Charter perform works by Henze
and Beethoven; 8pm; Jun 21

EXHIBITION
Mus6e d'Orsay
Tel: 33-1 40 49 48 14

• Offenbach: exhibition examining
the success of composer Jacques
Offenbach (1819-1880) at the end of

the 19th century. The exhibition

comprises 250 objects from public

and private collections, including

paintings, sculptures, costume
models, posters, photographs,

ceramics and pieces of scenery; to

Jun 23

STRASBOURG
EXHIBITION
Mus4e des Beaux-Arts & Arts
Decoratifs - Palais Rohan
Tel: 33-88 32 48 95
ft De Giotto & Canaletto: exhibition

of Italian paintings from the

museum's collection. Alongside

these paintings, works are shown by
French, Spanish. German and Dutch
artiste who travelled or settled In

Italy; from Jun 21 to Oct 17

Listing compiled and supplied by
ArtBase The International Arts
Database, Amsterdam, The
Netherlands. Copyright 1996. All

rights reserved. Tel: 31 20 664 6441

WORLD SERVICE
BBC for Europe can be
received in western Europe
on medium wave 648 kHZ
(463m)

EUROPEAN CABLE
AND SATELLITE
BUSINESS TV
(Centro European Time)

MONDAY TO FRIDAY

NBC/Super Channel:

07.00
FT Business Morning

10.00

European Money Wheel
Nonstop live coverage until

15.00 of European
business and the financial

markets

17.30

Financial T/mes Business
Tonight

CNBC:

08.30

Squawk Box

10.00

European Money Wheel

18.00

Financial Times Business
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Economic Viewpoint • Samuel Brittan

The gap is in your mind
Estimates of the output gap are too uncertain for policy purposes. But the inflation

!

target regime is not all that superior and is highly dependent on “gap” analysis i

Man? years ago I went to see

an energy gurn about the
energy gap that was supposed
to spell doom for the world
economy. Alas this guru
insisted on depriving me of

my problem: "What gap?" be
asked. "The gap is in your
mind,” He turned out, of

coarse, to be right.

Today the favourite gap is

the output one - the gap
between potential and actual

output. It is supposed to deter'

mine whether inflation is

likely to rise or fall and thus
give a clue to future develop-

ments in monetary policy.

Indeed, a lurid colour chart

of the output gap for the US,
Germany and Japan is the
first illustration in the new
annual report of the Bank for

International Settlements. The
chart shows an output gap of 3

per cent for Japan and one of

almost 1 per cent for Germany
at the end of last year. The US
on the other hand is shown
working above the safe level

of capacity, suggesting that

the Fed may need to step on
the brakes - if it takes the gap
analysis seriously.

So it is not surprising that

the UK Treasury asked its

Panel of Independent Forecast-

ers (known as the Wise Per-

sons) to produce “a special

report on the output gap".
Unusually, however, there is

an introductory section, pre-

sumably by a Treasury
author, which succeeds in

presenting the gist of the
argument more coherently
than any of the individual
Wise Persons.

Like the energy gap, the out-

put gap is a mental construct
- but a more interesting one.

The history and development
of the idea are instructive. The
early 1950s and 1960s editions

of Paul Samuelson’s best-
selling economics textbook
outlined a gap of sorts. It was
between actual output and
that which would be produced
at full employment, interpeted

fairly literally as an unem-
ployment rate of a couple of
per cent Samuelson had a par-

ticularly neat diagram show-
ing how extra public spending
or lower taxes could bring the

economy up to the full

employment point if only fud-

dy-duddies would stop worry-

ing about budget deficits.

The size of the gap was
increased by an adjunct
known as 0bun’s Law, which
stated that the change in out-

put was about twice the
change in unemployment On
the original Samuelson-Okun
concept, today’s output gaps

would be huge, representing

at least ID to 20 per cent of the

gross domestic product of

most European countries.

These hopes for full employ-
ment disappeared when actual

jobless rates began to soar in

the 1970s. (Alan Bndd. the
Treasury chief economic
adviser, explained in detail

how this happened in a lecture

on Tuesday.) Meanwhile, a dif-

ferent sort of gap appeared
from a different end of the eco-

nomic spectrum.
Professor Milton Friedman

showed very persuasively that

no kind of monetary or fiscal

policy could permanently
reduce unemployment below
the level made possible by the

functioning of labour and
product markets. If a govern-

ment tried to push down the

unemployment rate farther

through expansionary poddies,

the results would ultimately

just be accelerating inflation.

The level of unemployment
at which inflation remains sta-

ble was called by Friedman
the “natural rate”. But
because the name was thought

The gap

framework is a

hazardous one for

policy. If estimates

of it are too low

there is a danger

of hitting output

on the head when

it starts to rise

Estimates of INC output pap and potential growth

Percent Shori-tcra Lone-tom Patentei growth rate Longterm

of OOP output gap «JJpotgap ownm^Syaem growth «afta

Average

Range
(rmf-poims)

Range -V^-3 • 0-7 .

Saunas.- Traassy panel of hdopondora ftncostan

to embody a fatalistic attitude

many economists preferred to

call it the non-accelerating
inflation rate of unemploy-
ment or “Nairn".

A farther stage came with
the realisation that in some
countries the constraint on
output might not be the
labour market but the avail-

able stock of capital. As a
result the emphasis shifted

from uuemployment rates to

capacity utilisation.

The capacity gap came into

fashion when many economies
were already depressed, partly

as a result of official attempts

to lower inflation. The gap
thus came to mean the extent

to which an economy was
working below capacity. How-
ever, capacity here does not
mean the maximum rate at

which the economy could
physically operate, but the
maximum rate at which it

could operate without infla-

tion taking off. Because the
implication has recently been
that economies could safely be

boosted by lower ' interest

rates, the idea of the capacity

gap has not been as politically

contentious as the natural
rate of unemployment was,
but it belongs to the same
family' of ideas and is inextri-

cably linked with it

It is basically because the

Treasury believes that there is

still some output gap that it

has sometimes supported Ken-
neth Clarke, the chancellor, in

his attempts to nudge interest

rates down. But the size of the
gap is highly contentious,
ranging from 3 per cent of
GDP to the view that the econ-

omy is already working at the

limits of capacity. The most
optimistic of the chancellor's

panel is Professor Patrick Min-
ton!, who has often been close

to Margaret Thatcher and who
believes that her reforms have
enabled the British economy
to operate with little more
than Ixn unemployed com-
pared to 2J7m at present
The novel aspect of the Wise

Persons’ analysis is the
attempt to move beyond the

crude idea of a single output
gap to the notion of a
short-tern one and a
long-term one. In the short
term, UK output might very
well he limited by physical
capacity. But in the longer
term investment should
Increase to provide extra
capacity if the demand is

there. The ultimate constraint

remains the labour market in

other words how many extra
people will take jobs at exist-

ing real wages.
If capacity is given time to

adjust in this way, we get a
still wider range of estimates

for the longer term output
gap, going up to 7 per cent
Since the last recession, the
British government's policy

has been based on tbe assump-
tion that the economy can
grow somewhat faster than its

underlying trend while the
gap is being filled. So potential

growth over the next three to

five years depends both on the
size of tbe present gap and the
underlying long-term growth
rate. There is less controversy
about the latter, which is put
in the range of 2 to 3 per cent
But because of tbe uncertain-

ties about the gap, and there-

fore the opportunity for

M
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catch-up, potential growth is

put in a much wider range of

2% to 4Vi per cent per annum,
with an average estimate of

33. per cent.

Private sector analysts tend
to be gloomier about the
capacity gap than academic or
official ones. For instance
Michael Dixon of Lehman
Brothers believes there is now
virtually no gap at alL ft may
seem disappointing that after

all the supply-side changes in

the 1980s and tbe slow growth
since 1990 there should be so
little room for any ontpnt
spurt before the inflation bar-

rier is reached. But an alterna-

tive explanation is that
reported growth rates are too

low In view of the difficulty of

measuring the service sector.

The gap framework is a haz-

ardous one for policy. If esti-

mates of ft are too low than Is

a danger of hitting output on
the head whenever ft starts to

rise. If they are too high we
could trigger off yet another
inflationary cycle. Most of the

Wise Persons believe that the
economy can grow temporar-
ily by just above 3 per cent per
annmn in the next three to

five yeans. But they warn that

this should not be seen as a
growth objective and that the
inflation target framework
should take precedence.

Unfortunately, this advice is

insufficient There are a lot of

ambiguities about the precise

meaning of tbe inflation target

of “less than 2% per cent".

There is also no stated policy

on what should happen if the

government believes it will be
undershot. Moreover, the
inflation forecast itself is

heavily dependent on esti-

mates of the output gap and
capacity growth.

If there were a national cash
spending objective, it would
not be so vital to guess at

physical magnitudes such as
capacity or unemployment.
Nor would it be so important
to make an accurate break-
down of GDP between real

growth and inflation. Mean-
while, there is too much com-
placency that an adequate
macro-economic framework
exists when it does not

BORDERING ON CHAOS: By Andres Oppenheimer

Little, Brown, 367pp, $25.95

Time runs out for

Mexico’s party
,

• Mexico has
pushed itself

Jk 'I's-gl into the head-
lines In the
past two years
for all the

wrong reasons: political assas-

sinations, corruption, peasant
rebellion and crisis.

Few countries have suffered

such an abrupt deterioration in

their image abroad. Seen in

Washington and farther afield

as one of the free-market suc-

cess stories of the 1990s,

Mexico lurched into crisis after

devaluation in December 1984

forced it to seek a US-led inter-

national rescue which
included $20bn ($13bn) of US
g iygurmnunt fnntta

Partly as a result, the coun-
try looms larger now In the US
political debate than at any
time this century. That is

rmKke.Iy to change while drug
trafficking, illegal immigration
and the alleged destruction of

Americanjobs by cheap labour
from abroad remain important

concerns for US voters.

With few non-academic
books in English on modem
Mexico, this account of the
country’s recent upheavals by
Andres Oppenheimer of the
Miami Herald has been eagerly
awaited - particularly after the

deserved success of his previ-

ous book on Cuba. This book
describes the events surround-
ing Mexico's annus horribUis,

1994 - the year of the rebellion

in the southern state of Chia-

pas, the disastrous devaluation
and the assassination of two
leading figures in the ruling
party, presidential candidate
Luis Donaldo Colasio and its

general secretary, Josfe Fran-
cisco Ruiz Massieu.

Last year, events took an
even more extraordinary turn
when Mr Radi Salinas, brother

of former President Carlos Sali-

nas, was arrested on charges of

murdering Mr Ruiz Massieu.
He was later found to have at

least $12ftm in European bank
accounts.

In the words of Mr Octavio
Paz, Mexico’s Nobel Prize-win-
ning poet and essayist, this is

all symptomatic of a political

system that is running out of

N 1 ( V

steam. It is no longer possible

to run Mexico as it has been

run: as a centralised single

party state dominated by tbe

figure of the president

The m^iri obstacle to a more
genuine democracy is the Insti-

tutional Revolutionary Party

(PRI) which has governed since

1929. The party has become so

entangled with the state that

the distinction between the

two is hopelessly blurred.

Tbe book provides an excel-

lent example in the account of

the famous "SaSm-a-plate" din-

ner in 1995 attended by Presi-

dent Salinas and Mexico's rich-

est businessmen, many of them
beneficiaries of his privatisa-

tion programme. Mr Emilio
Azcairaga, the television mag-
nate, talked of pledging more
than $50m towards a fund for

the PRI to give it independence
from government finance.

But when word of the dinner

got out it became a damaging
scandal. How could elections

be free and fair when the out-

going president was using bis

influence to line up hundreds
of millions of dollars - sums
far beyond the reach of opposi-

tion parties - for the PRI?
The PRI machine demon-

strated Its strength in the 1994

election that brought Mr
Ernesto Zedillo to power.
Although the fairest in mem-
ory, the vote was also strongly

influenced by highly biased

television coverage and by the

opposition's mistakes.

Mr Zedillo, conscripted as
presidential candidate after the

assassination of Colosio,
appeared ill-equipped for the
presidency (Oppenheimer
describes him as an accidental

candidate). A bookworm at
Yale and a former central

banker, he was not in the

mould of most PRI politicians

- he was the poorest man ever

to ascend to Mexico's highest

office. Yet, despite his protesta-

tions about his commitment to

the democratic process and
rule of law, Oppenheimer has a
hunch (nothing more) that tbe
president is a closet autocrat

Unfortunately, despite good
reporting, the author does not
move for beyond such impres-

sionistic analysis. He provides

the reader with no framework
with which to understand what
he reports, and no clues about

where the country is heading.

One reason is simply that

some Important parts of the

picture are absent or only

sketchily covered. For exam-
ple, while there is much detail

about events In Chiapas, there

is little on what was a more
traumatic event for tbe Mexi-

can ruling class and the econ-

omy - the murder of Colosio.

President Salinas’s hand-
picked successor.

Furthermore, Oppenheimer
underplays the role of Mr Man-
uel Camacho, the former
mayor of Mexico City who was
appointed peace commissioner
in Chiapas. Mr Salinas later

said privately that this

appointment was one of the

biggest mistakes of his presi-

dency. Angry that Mr Salinas

had not chosen him to be his

successor, Mr Camacho used
the job as a platform to chal-

lenge Colosio.

Oppenheimer does look into

some interesting questions

such as the growing gulf

between the US-influenced
north and poor south, which is

one consequence of a more
open economy. But more often

any analysis is off-beat

For example, we learn from
Coca-Cola marketing surveys
that, unlike Americans, Mexi-

cans often switch from regular

to Diet Coke. This suggests
Mexicans are “compensators"
who “overeat, repent and try to

undo the damage on the next

day, only to revert to their old

habits shortly thereafter”.

At one point, Oppenheimer
describes a 1991 Central Intelli-

gence Agency report highlight-

ing growing tensions in Chia-

pas. “As was often the case,"

he writes, “the CIA had done a
decant reporting job, but a ter-

rible one of analysts." Unfortu-

nately, the same is true of tins

book.

Bordering an Chaos is avail-

able from FTBookshop by ring-

ing FreeCall 0500 418 419 (UK)
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Apprentice
schemes in

right fields
From Ms Jo Gardiner.

Sir, The UK should indeed
reject a low-wage, low-skin

future for its economy (Letters

,

June IS). But there are no
simple routes to the goal of

long-term competitiveness.

Targeted, employer-
supported apprentice schemes
have a good,track record -

particularly in Germany -

meeting business needs and
raising the national sWTi

resource. But the government’s
recent figures cm the UK’s
modern apprenticeship scheme
(“Basic skills lag behind
competitors”, June 14) show
that the programme is

producing for too few
apprentices qualified in
essential fields such as
telecommunications and
information technology. The
scheme is untargeted, resulting

in a fiinite imbalance across the

;

regions: it is also substantially

underanbscribed.

The answer is not simply
more apprenticeship
programmes In the UK, but the
right programmes to meet
different business needs across

regions. These schemes should
be targeted at those of all ages

who are relatively

under-skilled, or who are

inappropriately skilled in a
fan!jmfwring employment
market
Employers should recognise

that cuffing training

investment to achieve

short-term savings cannot pay
off in the long term.

Jo Gardiner,
campaign manager.
The Industrial Society,

48 Bryamton Square,

London WlH 7LN. UK

Figures can tell another EU story
From Mr Graham Watson
MEP.

Sir, Martin Wolf grudgingly
concludes (“Thinking the
unthinkable”, June 18) that

“membership of the EU seems
to be a price worth paying”.
But his conclusion would
surely have been more
enthusiastic if his analysis had
not been so one-sided.

Europhile or europhobe,
anyone can present the figures

in such a way as to prove their

own case. Even taking
Professor Patrick Mmfbrd’s
mildly sceptical calculations as

a basis, one could plausibly

show that in the near future

Britain will be benefiting to

the tune of £Sim-£10bn
annually (assuming that the
Common Agricultural Policy is

either reformed, or that world
prices stay at EU levels, and

that UK budget contributions

decline, while Mmfbrd’s
assessed benefits remain the

same).

By concentrating exclusively

on the pounds and pence,

however, Martin Wolf Ignores

tbe political linkages that are

part of the EU equation. What
about, fin: example, the weight
tbe UK flaitw from EU
representation In World Trade
Organisation negotiations?

Acting alone, ft would have
been a lonely voice in the
cacophony of the Uruguay
Round. Today it gains from the
mutual muscle of the EU in

day-to-day trade wrangling.
The monetary calculations of

the single market’s benefits

also ignore two key facts: one,
it is not yet folly finished; two,
there would be painful costs
involved in being outside it

Tbe former means that, as it is

pieced together, we are likely

to gain more and more, the

longer we stay in. Tbe latter

means that industry and
consumers can look forward to

punitive interest rates were we
to come out
Of course, all these

considerations are as hard to

weigh up as the stark cost/

benefit analysis discussed by
Mr Wolf. But not to consider
them at all is bound to produce
a flawed answer.

Graham Watson,
European Parliament
economic
and monetary affairs

committee.
European Parliament,
Roe Belliard 97-113,
B-1040 Brussels,
Belgium

Advantages in returning to the Efta fold

From Mr Anders Burxms.
Sir, Tbe UK could leave the

European Union without losing

the benefits, simply by
rejoining the European Free
Trade Area (Efta). Members of

this excellent organisation, a
UK creation to start with,
today have an agreement with
the EU by which, for all

practical purposes, they enjoy
the same advantages,

including a free flow of trade

and. capital, as the EU
members themselves.
The European Economic

Area (EEA), as tbe agreement
is called, now three years old,

is working well for its Efta
members, the more so as they
are not called upon to take a

stand chi such tricky matters
as the Common Agricultural
Policy, common employment
policies, monetary union, etc.

The Efta countries which

have opted for EEA, are
Liechtenstein, Iceland »nri

Norway, and the secretary
general, Mr Kjartan
Johannsseon, of Iceland,

would, I am sure, be delighted
to welcome the UK back In the
fold.

Anders Boreas,
6 Roe Bonivard,
1S20 Veytaox,
Switzerland

No eyebrows raised at strong male leadership
From Ms SLL. Kim.

Sir, Observer tells us
(“Forward march", June 17)

that the governments of the
world had better watch out
when Maria Cattaui’s “iron
hand and hot temper" arrive at
the International Chamber of

Commerce (where she takes
over as the new secretary

general). As a woman myself, 2

wonder could there be a tinge
of sexism here? If she were a
man, there would be no raised
eyebrows at the presence of
strong leadership - whether at

the ICC or the World Economic
Forum.

SL Kuo,
assist director, ICC
Commercial Grime Bureau,
1 Linton Road,
Barking, Essex, UK

Netanyahu: difference in tone, not substance, on
From Mr M. ArieE

Sir, Julian Ozanne’s article

“Netanyahu unvefls sweeping
reform to liberalise economy”
(June 18) does not do justice to

Israel's new prime minister.

The outgoing Labour party

government hada negative

stance both towards
Palestinian statehood and an
eventual division ofJerusalem
(as Mr Perea himself coined

Yassir Arafat’s expression of
hope about establishing
Eastern Jerusalem as the
capital of a future Palestinian
state: "People are allowed to
dream...").

As for the Golan Heights, the
new government's guidelines
seek the retention of Israeli
sovereignity m the Golan
(“Bagohm") and not over the
Golan Heights. Vive la

difference? Here again, the late
Mr Rabin and Mr Perea had
made a commitment to
conduct a referendum
regarding any territorial

concessions to Syria.
So the differences between

the Netanyahu and Peres
governments amount (at this
juncture at least) to tittle more
than differences In tone. The
music itself, however, is very

t peace process
much the same. The way in
which Mr Netanyahu has 1

handled the rightist wing
within his camp (Messrs Elton
and Sharon) bodes well for
pregmatista on the peace
process front.

Moty Ariell,

Bd N Titnlescu nr l,bl A47,
sc. 4, ap ih sector 1,

Bucharest, Romania
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Beating metals
into shape

The announcement yesterday by
the Securities and Investments
Board that it will review the Lon-
don Metal Exchange after the
Sumitomo's huge losses is most
welcome. The LME authorities
seem to have acquitted themselves
reasonably well in handling the
affair, in which Sumitomo, the
Japanese company, lost Slibn in

unauthorised dealings. But the
debacle has cast such a cloud over
the market that only an investiga-

tion can clear the air.

The LME
, the world's largest

metals market, has come a long
way since it almost collapsed in

the 1985 tin crisis. The coterie of

small brokers which once ran the
exchange has been replaced by the

well-funded subsidiaries of large

financial and metals companies.
Reporting, supervision and regula-

tion have been transformed. The
exchange is no longer a law unto
itself but, like other City markets,
is accountable to the SIB. The
reforms have coincided with com-
mercial success, with the LME
beating off an international chal-

lenge from Comes, its US rivaL

However, the Sumitomo affair

raises serious questions. Sumi-
tomo says its losses came from a
single rogue trader, Mr Yasuo
Hamanaka, who hid his dealings

for 10 years. If this is true, the

blame Lies mainly with the man
himself and his superiors. But Mr
Hamanaka’s contacts with LME
member companies need to be
examined to ensure LME roles

were not broken.
A key issue Is the extent of LME

authority ova* trades done in its

name. Exchange-based transac-

tions are a small percentage of the
trades done on LME-Hnkeri prices

around the world. The big major-

ity is done over the counter. The
LME supervises only its members;
unlike US commodity exchanges it

Beef overdone
The European Commission’s
proposals, made public yesterday,

for ending the so-called beef war
are tough but fair. Despite the pos-

turing of British ministers, the UK -

has no choice but to submit to

commission procedures for getting

rid of mad cow disease (BSE). If

UK politicians had not become
absurdly over-excited on the sub-

ject, the Commission’s suggested
framework would have been
uncontroversiaL
The Commission has wisely left

the details of its phased pro-

gramme to be decided by veteri-

nary experts. It welcomes the mea-
sures already taken by the UK
authorities and summarises what
more must be done. It also warns
that European consumers have
lost confidence in the UK’s ability

to eradicate BSE. This is entirely

fair. After the British government
announced that it had been mis-
taken to think that BSE could not
possibly affect humans, consum-

ers voted with their DMarks, guil-

ders and francs. To rebuild those

markets, Britain will have to

slaughter more animals, tighten
procedures in slaughterhouses-
and dean up animal feed manu-
facturers - all under the supervi-

sion ofEU officials. If a potentially

lethal toxin were discovered in.

say, the French wine industry, the
British public would be clamour-
ing for measures at least as strict

Food scares raise strong emo-
tions but that is no excuse for

politicians to cook them up into

an international row. as the UK
government did. Mr John Major,

the prime minister, appeared to

adopt a rather mare conciliatory

tone towards the EU in a speech
in London yesterday.

He should follow tins by aban-
doning his silly policy of disrupt-

ing EU procedures and move the
BSE problem from politics into the
realm of veterinary science where
it belongs.

Murky water
The conclusions of the Senate
Whitewater committee, appointed

to investigate the tangled, web of

allegations concerning the
1 involvement of the US president

and his wife in a long-past Arkan-
sas property deal, have done little

to serve the cause of either clarity

or justice. 1716 Republican major-

ity published a wrathful condem-
nation of Mrs Hillary Clinton, and
accused her friends and officials

in the administration of “a pattern

of deception and arrogance" in the

execution of their duties. The
Democratic minority declared all

allegations unproven. Their rival

reports can too easily be dismissed

as partisan and political.

There must be some doubt as to

whether the whole truth about
Whitewater, and the links

between business and politicians

in Mr Clinton's home state, will

ever emerge. But the Clintons'

partners in the deal, Mr and Mrs
Jim McDougaL have now been
found guilty on 24 counts of fraud

and related charges.

So far. the president seems to

have emerged relatively

unscathed. Senator A1 D'Amato,
chairman of the Senate commit-

tee, focused his attack almost

entirely on the First Lady,

although even he stopped short of

recommending any legal prosecu-

tion against her. The American

electorate has shown itself

remarkably unmoved by sugges-

tions of impropriety on the part erf

the president, his wife and many

of their associates.

> Yet the affair could still blow up

in the president's face. He has

shown an extraordinary propen-

sity to ride a roller-coaster of for-

tune. firm soaring peaks of popu-

larity to the depths of disOlusion-

just when be seems to be way out

in front, he is most prone to come

off the rails. This could be such a

moment Guilt by association is
i

clearly a danger for the front-

runner in the US presidential elec-
j

tions. throughout the Whitewater
saga, the Clintons appear to have
been less than wholly open about
their forms',business affairs. The
result is that the bad smell has
lingered, when it should have
been long dispersed.

The most recent allegations,

apparently unconnected, about
the accumulation of FBI files in

the White House on members of

the former Republican administra-

tion could in the end prove more
embarrassing than Whitewater.
The head of White House person-

nel security has been placed on
“administrative leave", leaving
the way open for an investigation

into a rather more clear-cat affair.

Political criticisms of the Clin-

ton administration can certainly

be made. Back in 1993 there was
an arrogance among the presi-

dent's staff that could have led to

power abuses. In addition,

throughout the presidency, the
Clintons have shown themselves
indecisive: both lawyers, they

tended to take a narrow legalistic

approach towards criticism, and

judicial inquiries. That may be
legally correct, but it is bad public

relations.

It would be good for the US
political system, and the presi-

dency, for the lingering doubts

over Whitewater to be cleared up.

That is the task of Mr Kenneth

Starr, the special counsel

appointed fey the Justice Depart-

ment A Republican with a reputa-

tion for fair-mindedness, he is pro-

ceeding with due caution.

It would be good for the US elec-

torate to be given ample tune to

deride on the facts of the case

before November. It is more
important that justice be done,

however long it takes.
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Fallout

for the

president

has no jurisdiction over clients,

such as Sumitomo.
The SIB review should consider

whether the law needs to be
changed to oblige clients to regis-

ter at the LME, as they do at US
commodity exchanges. It should

examine whether LMg mem-
bers might not be required to pro-

vide more information about cli-

ents. The SIB could also
encourage the LME to cooperate
even more than it does already in

international supervision.

However, any changes should
recognise that the existing proce-

dures worked well in detecting

possible wrongdoing at Sumitomo.
In 1991 the LME alerted the SIB
when Mr Hamanaka asked an
LME member far a false invoice. It

was Sumitomo that fatted to react.

This year, Mr Hamanaka's expo-

sure seems to have resulted from
r.MT! investigations.

Many of the LME's difficulties

stem from the fact that metals
markets are dominated by a few
large companies, mainly metals
producers. It is only too easy for

such companies to exploit their

dominant positions, far example,

to try to drive prices up by keep-

ing stocks off the market. The
LME authorities strive to main-
tain orderly markets and limit

extreme price swings. But it is

wishful thinking to believe it can
tame these giants on its own. The
best hope lies in encouraging
more laige players into the mar-
kets - perhaps financial compa-
nies like the hedge fimds which
have recently made their presence

felt At first new investors may
seem disruptive because they
upset established relationships.

But eventually, the liquidity they
bring would make the market
more stable, less prone to manipu-
lation and probably easier to regu-

late.
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No fear of flying
Concerns about the safety standards of low-cost airlines

appear to be unfounded, writes Richard Tomkins

I
t was Southwest Airlines, the
archetypal low-cost carrier,

that put the fun into flying.

With its no-frills services,

remorselessly humorous
staff and. most of all, its

rock-bottom fares, it became the
model for semes of imitators after

deregulation opened up -the US air

travel market in 1978.

But the joke has been wearing a
bit thin after this week's grounding
of ValoJet Airlines, one of the big-

gest and most successful low-cost

operators after Southwest. The
grounding follows the crash of a
-ValnJet aircraft last month An
which 110 passengers and crew
died, raising the question of
whether low-cost carriers have
saved money by skimping on safety.

While passengers enjoy the low
prices and jokey atmosphere of fly-

ing by low-cost carriers in the US,
there is always the lurking suspi-

cion that they are taking a higher
risk than they would in an aircraft

operated by one of the big airlines.

You get what yon pay for, in safety

as in everything rise, people think.

Meanwhile the safety of low-cost

carriers has become a growing con-

cern for the worldwide airline

industry, too: for as deregulation
spreads to air travel markets out-

side the US, more low-cost carriers

are springing up, putting estab-
lished airiines under pressure to cut
their own costs in an increasingly

competitive market.
According to the Air Transport

Association, a US industry body,
the idea that deregulation has led to

a deterioration in air safety in the
US is a myth. "Airline accidents
receive enormous attention because
they are such rare events," it says.

Fkr from haying worsened since

1978, the association says, the US
airline industry's safety record has
sharply improved.
Continuing a long-term trend, the

average rate erf one fetal accident

for every 814,000 flights in toe 16

years leading up to deregulation fell

to one accident for every 1.8m
flights in the 16 years after deregu-

lation.

Within those figures, it is less

easy to say with certainty which
airlines are safer than others.

Because crashes are so rare, an
individual airline’s ranking in the

-safety league table is drastically

altered by a single fatal accident
But one of the most striking

features of the statistics is that
until top ValnJet crash last month,

there had only been one fetal acci-

dent Involving a new entrant to the
industry since deregulation: the
crash of a Midwest Express Airiines

DC-9 in 1985. which killed 3L
In an effort to prodnoe meaning-

ful statistics, safety bodies expand
the definition of an accident to

include any serious incident on or
off the ground, that hurts or kills a
passenger or damages an aircraft.

Bat even here, most low-cost air-

lines come out with an accident-free

record.

Critics of low-cost carriers can
point to the feet that the airline

with the highest accident rate since
2990 is Tower Air, a low-cost carrier,

which bad 8.68 accidents for every
100,000 departures.

This makes the airline appear
much, less safe than others: but the
method of calculation paints Towct
in an unfavourable light because it

had fewer departures than most
other carriers.

In feet, Tower has only bad two
accidents in its 13-year history, nei-

ther Of tiyyn fatal. In one, an engine

blade broke off a cargo aircraft

while tt was an the ground, damag-
ing the aircraft’s fuselage; and in

the other, an aircraft skidded off tire

runway after aborting a takeoff in

-bad weather, seriously injuring a
flight attendant
A recent study by the Federal

Aviation Administration, the regu-

lator, tried another approach to toe
problem, adding together toe statis-

tics for a group of 14 lowcost carri-

ers since 1990 and comparing them
with the figures for the eight big
girUnea over the same period.

The study name up with a figure

of 0304 accidents per 100,000 depar-

tures for the big airlines and 0418
for the low-cost carriers - a differ-

ence that weighs against the low-

cost carriers, but whichistoo small

to be statistically significant.

*So toe government is trying to

cut the accident rate by preventing

the Mwahts tout lead to an accident

rather than waiting for an accident

to happen and then trying to ana-

lyse What went wrong," Mr Zea

ValnJet was unsafe, we

have grounded It," saidM^ Feder-

ico

the political master of FAA.

which regulates air 5?**“
David Hinson, the agracy^ admin-

istrator, echoed him: “The

safe to fly, otherwise we wonWn t

allow it to fly." . . _
Both men have been tortta »

retract those worts, PJ*5S[ “J?
anbarrassingly.after the

drally discovered “senoos deficien-

cies" in ValuJet’s maintenance pro-

gramme - deficiencies that Its own

internal reports, widely

since the crash, had made obvious

months before it ValnJet has now

been grounded and Mr Anthony

Broderick, the FAA's top safety

official, has effectively been sacked.

With gruesome television images

from the Everglades, the accident

has become a significant event in

toe 1996 presidential election ram-

paign. This was inevitable: Presi-

dent Bill Clinton is keen to woo

middle-class voters with everything

from college tuition tax credits to

low-cost air fares and had champi-

oned the of the start-up air-

lines formed after deregulation.

His transport department pub-

lished a report trumpeting the

news that deregulation had saved

consumers $6J3bn (£4bn) in air

fares in just one year. The presi-

dent took toe credit for low-cost

carriers; so when ValnJet crashed,

he could not avoid the blame.
- Industry insiders believe much of

that blame is deserved. Serious con-

cerns were raised inside the FAA
over the safety of ValnJet, but little

was done to address them. Soon the
poHriirontt woe taking the rap for

worrying more about the political

cost of air feres than about the

B
at if safety concerns
over low-cost carriers

are unfounded, why is

there all the fuss over
the ValnJet crash?

Apart from the fact that it risks

becoming a political issue in a US
election year, an underlying prob-

lem for toe airline industry in the

US - and everywhere else - is that,

even as air travel grows safer, the
absolute number of accidents is

increasing because toe number of
flights is growing so rapidly.

Mr Michael Zea, a principal in

Mercer Management Consulting’s
aviation practice in Washington,
says the US government worries
that toe number of accidents will

grow to the point where it becomes
intolerable to the public.

This helps to explain Tuesday's
MnnninnflgniwTt: of a drastic shake-up
in the Federal Aviation Admmistra-
tion. Even before the ValnJet crash,

it had become dear that the FAA
had failed to adjust to recent
changes in toe US airline industry.

hi an imreasingly competitive cli-

mate, most gw»*l) airiines - and a
growing proportion of large ones -

have been contracting out training.

mainbanmra and other key func-

tions in an effort to cut costs.

The FAA's inspection methods
were simply not up to toe job of

monitoring toe complex relation-

ships between airlines and their

contractors.
According to Mr David Steamey.

vicepresident of Aviation Consult-

ing, an airline and airport consul-

tancy, the stepped-up surveillance
arrangements announced this week
will bear particularly heavily on
low-cost airiines.

“Ultimately, they are going to

result in a higher cost of doing busi-

ness fix' start-ups, and those costs

will have to be passed on to the
consumer," he says.

Absurdly, the consequence may
be mare deaths rather than fewer.

In fee US, more people die on the
roads in three months than have
died in all US commercial airline

accidents since the invention of
powered flight ff higher feres divert

passages from low-cost airiines to

the roads, the carnage seems
unlikely to diminish.

Now toe White House wants to

look tough, keen to assuage
national anxiety about air travel

fed not only by toe Everglades
crash but by the recent mid-air
death of Mr Bon Brown, commerce
secretary. So ValnJet aircraft are

on the grnnnd imd Mr Pena fa ask-

ing Congress to remove the FAA's
responsibility for promoting civil

Bvlafim.

Ifhe has his way, the agency will

lose its dual m»n«iatg of both pro-

moting and regulating civil avia-

tion. In future, it will focus only on
safety.

Some in the industry question

whether merely removing the con-

flict of interest in the FAA’s man-
date will make much difference.

They point to persistent serious
weaknesses in toe agency which a
simpler mandate cannot resolve.

Heoent congressional hearings have
revealed its inspectors lack train-

ing, Its computer systems are
flawed, its procurement procedures

dangerously cumbersome, and a
shortage of staff means paperwork
is inspected far more often than
actual aircraft. Safety violations

either go unnoticed or are insuffi-

ciently punished when detected.

Congress returns to the subject

again next week when it will bold a
series of public hearings on avia-

tion safety. That wfl] inevitably
provide an opportunity for further
political point-scoring and could
lead to the sacrifice of more senior
officials to the prevailing national
mood.
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A fishy

Spanish tale
A global sturgeon has just

wolfed down another Spanish .. .

sardine.
'

The higiH>owered, low-profiled

350-year-old Dutch Cierchaht bahk
J&esPferscn-AdamSmith-’
dedicated fourth edition of his

• Wealth of Nations to one ofits
founders, Henry Hope - yesterday
bought super ceot ofMadrid top -

.

people’s broker, Beta Capital/ . .

AnABN-Amro subsidiary,

MeesKerson hasn't said what it;
’/'

paid, burtt intends steering Beta’s

well-heeled choits towards ..

.' European investments.
.

This little episode follows a
: similar 'event back in February,

'

when Merrill Lynch acquired FG.

•

:Spain's leading independent ,

brokinghouse. It’s tod early to spot
a trend:and in any case, Spanish/'

business gossip I*much mare
interested in the setters than the
buyers. How come? ’

:

It’s because <rf.where they're;

headed. Francfeeo Gonzalez, the
broker who created FG (andnamed
-the fliin after his initials), was last

'

-

month appointed chairman of
Argentaria, the partially privatised

state-banking group, by thenew : -

.centre-right government,
. :

. And two weeks ago CesSreo7

.

:
:

Allerta, Beta’s founder and chief

.
executive, was appointed ;-:

r;

. chairman trfThhacalera, the.;
stateconireUed tobacco

manufacturer and distributor.

In the new Spain ofPopular;.' -

Party leader Jbs6Maria Aznar,
selling yourhroking firm seems tm
idealshort cut to being polled into

.

nziuliDS 8 pcbhc
Whoknows - maybe thefr ability*

to build mid sen businesses will „

come in bandy in toe state

:

sector.;.- •'.- * ..*-.

Walee up rail ?V
There's somethingabout the^i ,-:

little north German town erf :

- V,
Gflteralah. IPsa rather sleep?.• V.
place; whichmay explainwhy •

BertefemaiHi, tbe giant media and
" egtertatomputs group,sometimes
seems ajrftskra offfhpmalrk iff.

>“ *“ " '

the greatBuromrtla game.' ; . .

‘
•

Yesterday, HelmutBujide;the; ;

group's affable bead of pnhEff
'

leftspeechlesswikmTfe was aslted

to reaettbtheresignatiimof f; > V:

Mfcbcd DeDoyc, chiefexecutive.of
,

7

Compagnte'l^uMmbonrgeolse v :
- /

Tflfrflfluskm. “Bmm..,Is thatso?

a thing shout iC ha sald.- i ;
;

That isratbers±razig^gtven that
CELT axx^Uia, •tfaerteleVisiQiS-'> V-/
dlvisiisi of Bertelgmarfo, recoitly' i

.

mMged-'and thatDeH^eVrasone.
ofthemain movers sodshakois; -

behindthedmd. Odder stifflstoat:

said Ddloye'sresignatfeu^was not,
' hews td thEBU*Infect, brt^ t:-

says toe irrepressibly

j wa^heldyest&tiay
. Bffradatreet, City ofLondoff Slr
rAmfrewW. JStobie

r»ebainsan) saidtoht in -

rjfertjamberl^yeaf there

ffa^drtairfbiiageswwebTCfeii

'.^hlZtriaiAesCaped.^fury. Fck two
/.n^auhsififetbraaaioftheliha

toejtatemeht.ofS^. .

.

JiffifrlMO,
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Court setback for $5.5bn

Malaysian dam project
By James Kynge m Singapore
and Stefan Wagstyl m London

A Malaysian court yesterday
ruled that the country’s govern-

ment had violated environment
laws in approving the controver-

sial S5.5bn Bakun dam and
hydroelectric scheme in the
jungles of Borneo.
The ruling creates doubt over

the project's progress just six

days after a consortium led by
ABB, the Swiss-Swedish group,

and Brazil's CBPO won the main
contract to build the dam, which
is expected to be nearly twice as

high as Egypt’s Aswan dam and
require the resettlement of about

9,000 people.

However, a cancellation of the

project appears unlikely because

Dr Mahathir Mohamed, Malay-
sia's prime minister, has thrown
his support behind the ambitious

scheme. Government lawyers
said they would appeal against

the ruling given by the Kuala
Lumpur High Court, which found

that the views of local tribes

were not represented In an envi-

ronmental impact study.

ABB yesterday did not expect

any delays in the project’s imple-

mentation. The company said it

had been informed by Ekran, its

Malaysian partner in the develop-

ment, that the contract was not
affected by the ruling as it

related to procedures taken to

ascertain the environmental

impact of the dam's construction.

"We have been informed [by
Ekran] that the ruling concerns
procedural matters concerning
the transfer of 'power of author-

ity' from the Kuala Lumpur
department of the environment
to the corresponding authority in

Sarawak," ABB said. “ABB's cus-

tomer, Ekran, does not expect
any delay of the project”

Ekran declined to comment on
the decision but lawyers expected

it to appeal to a higher court
One possible outcome of yester-

day's development may be a sec-

ond environmental study.

In his ruling, Mr James Foong,
the judge, found several irregu-

larities In officials' assessment of
the environmental impact of
building the Ham
Mr Foong said that the views of

the plaintiffs, three tribesmen

from the area where the dam is

due to be built, should have been
included in an nffirfal environ-

mental impact assessment
The judge also said the science,

technology and environment
ministry was wrong to delegate

the job of writing the environ-

mental study to the Sarawak
state government, a major share-

holder in the Bakun project and a
big potential economic benefi-

ciary of the scheme.
Hie is an embarrass-

ment for Dr Mahathir, his second
in as many months. Last month,
another pet project, file state-

owned Perwaja Steel, was
declared insolvent and an investi-

gation has been launched into
alleged corruption by the compa-
ny's tnatmgpmgnt
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Bonn plans to crack down
on growing corruption threat
By Michael Undemann in Bonn

The German government yester-

day proposed that police should
have the power to bug private

homes as part of a fresh cam-
paign to combat what it regards
as a growing threat from corrup-

tion, money laundering and
other crime.

Mr Manfred Kanther. interior

minister, said the proposals
underlined the government’s
resolve to tackle all forms of cor-

ruption, and especially organised

crime. “There are signs that the

number of cases is increasing,"

he said.

The BKA, the federal agency
which compiles nationwide crim-

inal statistics, said there were
8,447 cases last year in which
public officials committed

crimes, ranging from accepting

bribes to passing on official

secrets. The number of cases had
risen from 7.128 in 1994.

Hie proposed measures -come

after a series of corruption cases

at leading German companies
such as Thyssen and Mannes-
nuum. Public attention was also

focused on the problem after it

emerged last week that Mr Erich

BtedL a former state secretary In

the economics ministry, was
being investigated for allegedly

accepting a DM500,000 ($330,000)

bribe. Mr Biedl, who has denied

the charges, was alleged to have
accepted the money to facilitate

the export in 1991 of 36 tanks to

Sand! Arabia, where German
arms exports need special
approval.

In response to the increase in

cases of public officials accepting

bribes, the interior ministry said 1

it wanted to tighten the legisla-

tion dealing with such cases and
introduce prison sentences of up
to 10 years for such offences. .

The government also wants to

change article 10 of the constitu-

tion. allowing the police to top

phones. Other proposed mea-
sures would permit the police to

bug households in cases where it

suspected particularly serious

crimes were being committed.
The government also said two-

thirds of the organised crime in

Germany was committed by for-

eigners of 87 different nationali-

ties. That compares with crime
statistics altogether which show
only a third of crimes were com-
mitted by foreigners, the minis-

try said.

Mexico to repay $4.7bn of US loan early
Continued from Page l

finance ministry. The S3bn loan

will take the form of a floating

rate note issue carrying interest

of 2.125 percentage points above
London interbank offered rates

and a five-year maturity, with
two years of grace before the first

capital repayments are due. The
ministry said reduced interest

payments would save the country

$50m this year.

Mexico was unable to secure a
loan from commercial banks
early last year. Although the
country's cost of funding has
come down considerably since it

returned to the markets a year

ago. the banks have still

demanded access to oil revenues
in the event of default.

In the event of non-payment of

the US loan, the US Treasury had
rights to oil export revenues
which flow through the Federal

Reserve Bank of New York Mr
Warner said about 30 per cent of

the revenue flow - which
amounted to more than $7bn in

1995 - would now back the new
bank loan in the event of default

Hie payment to the US will

also be financed by $920m from a
bond issue in Japan and S780m of

US Treasury bonds recovered
after a 30-year bond was issued in .

exchange for Brady Bonds used I

as collateral in April

Outline of

Alitalia

restructure

plan agreed
with unions
By Andrew MB In MSan

Unions at Alitalia yesterday
agreed to a radical restructuring
of the Italian state airline in

return for a stake of up to 30 per
cent in the company and three

seats on the board.

Iri, the heavily indebted Italian

state holding company which
owns 90 per cent erf Alitalia, is

expected to meet other sharehold-

ers on June 28 to approve an
immediate LL500hn ($97&n) capi-

tal increase for the airline.

Iri said this month that
approval of the capital increase -

the first half of a L3,0D0bn cash

injection - depended on an agree-

ment between onions and man-
agement
Hie outline accord is an inno-

vation for Italy, which is more
osed to braising confrontation in
the airline sector. Unions said the

deal was modelled on recent

employee buy-ins at heavily
unionised US carriers such as
United Airlines.'

Mr Bruno Loy. national secre-

tary of CGIL, Italy's largest

union, said the agreement
“unblocked the road to reorgani-

sation of the company”. Mr
Domenico Cempella, Alitalia's

chief executive, said it was “not
the end of the problems, but the

prelude to what would certainly

be a tricky task of catching up
[with competitorsr-
Mr Cempella’s restructuring

plan involves &800 redundancies
over the next five years, offset by
hiring of staff on more competi-

tive contracts.

Only one of the airline's 10
unions - Suita, which represents

some cabin crew - opposed the

plan. It said the proposed forma-
tion of subsidiaries for long-haul

and medium-range services

would lead to the “destruction of

the category [of cabin crewp.
Suita said it might consider
industrial action.

Hie sacrifice of salaries and
jobs would be compensated with

a stake of between 20 and 30 per
cent for employees, three seats

on the main board, and one seat

on the internal audit committee.

The shares would be divided

equally among pilots, cabin crew
and ground staff and held
through a special fund for at

least three years.

The comparative ease with
which an accord was reached
seemed to confirm some industry

observers' suspicions that the
broad lines for a deal already had
been agreed.

It is still unclear how Iri

intends to raise the Ll,500bn
,

required for an initial capital

increase at Alitalia, which is
1

quoted on the Milan stock
|

exchange, and whether such an
operation will be approved by the

European Commission. Iri would
like outside investors to partici-

pate in a second Ll^OObc capital

increase next year.

Italian mini-budget, Page 2; See
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Sharing Alitalia
Alitalia's plan to give up to 30 par cent
erf its stock to employees in a restruct-

uring is the latest attempt to get the
struggling Italian airline back on its

feet - and also the best hope to date.

The carrot of employee share owner-
ship in return for accepting cost-cut-

ting measures has been used with
notable success by US airlines such as

United. But such deals sparked criti-

cism that existing shareholders paid

the price for the overgenerous terms
enjoyed by employees. Since only 10

per cent of Alitalia's stock is currently

traded, that criticism is less valid. But
one could argue that the Italian tax-

payer will lose out if the government
gives away stock, hi reality, privatis-

ing the company would be virtually

impossible given the company’s cur-

rent condition, and dilution of the gov-

ernment’s bolding as part of a drastic

overhaul is vastly preferable to end-

less capital injections.

That assumes this latest deal with
the unions will actually fix things. In

foot, the wording of the agreement
leaves some scope for nit-picking

when it comes to negotiating the
implementation of cost-cutting mea-
sures. StiH, there is at last a sense that

goodwill has been established.

Of course, the airline stiff has other

problems. It is suffering from Euro-
pean deregulation, with its once lucra-

tive MHanjRome route under increas-

ing pressure. And it will straggle to
Arid the investment needed to upgrade
its fleet of ageing aircraft. Worse still,

a recent flurry of bad news from Euro-
pean. airlines such, as Lufthansa sug-

gests the industry’s upturn may not
have much further to run.

European television
Given the complexity of the chess

game being fought for control of

Europe’s television screens, it is

impossible to predict with certainty

who will gain from the departure of

Mr Michel Delloye, chief executive of

CUT. But the list of potential benefi-

ciaries could be quite extensive.

Start with Canal Plus, which domi-
nates pay-television in France. With
Mr Delloye gone, analysts are specula-

ting that CLT will think again about

competing head-on with Canal Plus.

An outbreak of peace would also be
good news for Bertelsmann, whose TV
strategy has been thrown into confu-

sion by the rivalry between CLT and
fiannl Plus; the German media giant

has been simultaneously trying to

merge its TV interests with CLT and
link up with Canal Plus to offer

pay-TV in Germany.
The two other original partners of

Bertelsmann’s pay-TV alliance -
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France's Havas and Mr Rupert Mur-
doch's BSkyB - could also benefit in

the case of BSkyB, which recently

abandoned the alliance because it was
making little progress in getting its

service off the ground, an end to
infighting could tempt it back into

Bertelsmann's pact
That said. Bertelsmann has yet to

demonstrate a firm grip on its TV
strategy. Mr Defloye’s criticisms of the

management structure for CLTs and
Bertelsmann’s merged TV operations

have a ring of truth. Two general man-
agers answerable to two shareholders,

each with a 50 per cent stake, is

hardly a recipe fear clear-cut dedston-
malrinp

Hyder
After United Utilities and Thames

Water, is Hyder the latest British

water company to recant past diversi-

fications, promising instead to stick to

its knitting? Only up to a point Pull-

ing out of power generation and prop-

erty development is a good start;

ditching cable television and electrical

contracting - both likely - would be
even better. Even so, the group
remains firmly wedded to grand infra-

structure projects like its 7 per cent

stake in a Melbourne motorway and
$50m investment in the Asian Infra-

structure Fund. Now, under the Pri-

vate Finance Initiative, it is keen to

take on British motorways too. None
of these ventures is obviously stupid,

but Hyder shareholders should not kid
themselves they are investing in a
tightly focused utility business.

StflL Ryder’s boldest diversification

- buying South Wales Electricity - is

going pretty well Hie £46m 1870.38m)

of annual benefits promised from the

merger may look modest beside

United Utilities' £L40m; but United is

much bigger and its figure, more than
Ryder’s, probably includes savings
that would have happened anyway.
Hie message of both companies'

cost-cutting promises is that multi-

utility combinations can produce real

benefits - almost certainly more Chan
a joint venture would. Even assuming
the regulator claws back savings for

customers after the next price review,

the Hyder merger is likely to produce
benefits with a net present value of up
to £20Qm - well worthwhile In a £9Q0m
deal. The lesson where fresh multi-

tttihties are planned is that sharehold-

ers should worry less about their

inherent logic and more that bidders

risk paying too much to create them.

UK holidays
The UK package holiday industry is

a constant source of wonder. Although i

three tour operators control nearly
two-thirds of the market, they fight

each other viciously for a place in the

sun. During 1995 the three leaders -

Thomson, Airtoure and First Choice -

squandered profits of around £65m
(599.45m) in a summer prise war that

sent lucky punters off to Benukxm for

£99.

This year, we are told, it will all be

different Airtoure has cut its summer
capacity by 13 per cent - a move
broadly echoed by rivals. With the

Industry down to &5m holidays from
10m last year, there should be for less

discounting during the peak season

and fatter margins all round. Analysts

certainly expect Airtours to increase

profits by around 20 per cent, while

First Choice should bounce back from
near break-even to profits of £2Qm or

so.

How long this peace lasts remains to

be seen. The big three swear they axe

planning only minimal capacity
increases for 1997, but all of them have
been losing market share to the

smaller operators. And since British

holidaymakers have learned to. bold

off to.the last minute until booking, it

Is still possible (me of them wifi, panic

and break ranks.

At least Airtoure has been trying

hard to get away from its -core UK
business. Almost half of -this /year’s

profits should come from Scandinavia,

fUread*, cruise ships and hotels. Mere-

over, it can fill its airline seats

in-house, unlike First Choice. Air-

tours' other advantage is that it has a

big brother in Carnival, the largest US,,

cruise line, which owns a 30 per cent,

stake. The next time the UK market

suffers a setback. Carnival will proba-

bly be there to provide extra finance.

Longer term, the Americans may even

snap up the rest of Airtours.
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